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CHAPrER I 
INTRODUCTION 
6 
"Buying on time 11 is a familiar phrase to all of 
us . ~ve are a nation of borr01-1ers, 11ho in increasing numbers 
are utilizing our credit to satisfy our needs and wants , 
both large and small . 
}1any of us elect to 11 charge 11 even the smallest of 
convenience items . This is an accomodation which the public 
has come to demand of the storekeeper , but is a service 
which often is not absolutely essential 1..rhere small items 
ar e involved . When it comes to acquiring more substantial 
things such as re~l estate, however , credit usually is an 
absolute necessity . 
The ownership of real estate is the area in which 
we most often use our credit , simply because most of us do 
not have the thousands of dollars needed for a 100% equity 
transaction in acquiring a home , and the business con~unity 
similarly finds it advantageous to 11 get a loan" to finance 
its real properties . 
Thus mortgage debt has become the largest single 
private debt in t he United States , and its importance to 
the national, regional and local economies can not be 
underestimated . The estimated outstanding mortgage debt in 
the United States at the end of 1959, which is the terminal 
date for this report , was ~191 .1 billion. 
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The nation's financial institutions held 
''145 .4 billion of this debt - 76 . 1%> of it . Our investigation 
into the mortgage lending field will deal largely t..ri th this 
majority group . The other participants are "individuals and 
others 11 and "selected federal agencies , " 'l.·rhich held '35 . 6 
billion and $10 .0 billion, respectively , of the December 31 , 
1959 mortgage debt . 1 
The importance of this type of financing can 
easily be realized by a glance at a post- war growth table . 
It would tax the imagination to think ho1.-v much lower the 
standard of living i-rould be if there were no such loans 
available . 
TABLE I 
MORTGAGE DEBT OUTSTANDING BY TYPE OF HOLDER 
(billions of dollars) 
END OF 
1945 
1950 
1954 
1959 
ALL HOLDERS 
~? 35 .5 
72 .8 
113 . 7 
191 .1 
FIN CIAL 
INSTITUTIONS 
~:~ 21 . 0 
51 . 7 
85 . 7 
145 .4 
Source : Federal ~ eserve Board 
INDIVIDU-LS 
& OTHE~ S 
'· 12.1 
19 . 8 
23 . L~ 
35 . 6 
SEL CTED 
FLDERAL 
G NCIES 
~ 2.4 
1 .4 4.6 
10 . 0 
A huge financial structure is required to operate 
such a volume of financing . The principals in the nfinancial 
institutions" group are : (a) saving s and loan associations , 
(b) life insurance companies , (c) mutual savings banks , and 
(d) commercial banks. "Individuals and others" include 
8 
mortgage companies , pension trust funds, personal trust funds, 
mortgage and real estate brokers, individuals, and an 
assortment of others . 11 Selected Federal Agencies" are the 
major current mortgage - holding agencies - the Federal National 
Hortgage Associat ion, the Veterans Administration, the Federal 
Housing Adw~nistration, Federal Land Banks , and the Farmers 
Home Administration - and certain other smaller and/or no 
longer active agencies . 2 We are mainly interested in the first 
group , but the interplay of mortgage lending is such that 
considerable reference will be made to the two other groups . 
Institutional mortgage lending in New England 
differs little in many respects to the business elsewhere . 
Lenders, for instance , seek the highest return on their 
investments conunensurate with the degree- of-safety factors 
under which they operate . On the other hand, New England is 
a "capital - rich" region Hhich governs a sizable segment of 
the wealth of the country , and therefore finds itself with 
more funds than it can profitably utilize within its bound-
aries so satisfactory outlets must be fottnd elsewhere; at 
the same time the region's borrowers often can. borrow funds 
at more favorable interest rates than can folks elsewhere 
in "capital- poor" regions , one reason being that there are 
certain barriers which prevent loanable funds from being 
completely mobile . 
This paper is intended to be a guide to and a 
post - 1..rar history of institutional mortgage lending . As 
9 
such , He will acquaint the reader first vlith some of the 
more common elements of the business , and then will proceed 
with some of the more important phases and developments of 
recent years . Finally, a detailed look idll be taken at the 
national and regional aspects of the four types of institu-
tional lenders . 
A problem which proved to be too abstract to cope 
with was whether the institutional lenders of New England 
are sufficiently concerned vTith the economy of their oim 
re gion to place a reasonable proportion of their funds in 
it . It probably can best be answered by the fact that our 
communitie s are very interested in the various federal and 
state programs for building , rebuilding and renovating real 
estate , which indicates that there is not enough private 
c apital available for and/or interested in the various 
programs of import . One might bear in mind while considering 
the New England aspects of this paper that in the Financial 
Resources chapter of the book The Economic State of New 
England , published in 1954 by an independent research group 
of educational and industrial leaders known as the Committee 
for New England , it was stated that " •• •• the financial 
resources of New England are large enough to satisfy present 
and probable future demands for funds , " but then t·Tent on to 
cite certain problems such as "investor outlook , " the need 
for reasonable economic , legal and political incentives 
10 
' (with particular reference to taxation), the trend of 
preference towards "secure investments" in contrast with 
venturing into direct investments in productive enterprise, 
and "institutional barriers" such as legal restrictions on 
the flow of funds to other areas and nonlegal customs and 
practices which also may hamper the flow of funds . Further , 
a dissenter to the generally optimistic report charged: 
"The region's financial ~ystem 'may have maintained its 
strength' but it has not _served the regional econorny, 11 
11 capital and funds have been exported fn large volume from 
Ne1...r England to other regions , though the capital had been 
earned in it ," and "the possessors of funds have had no 
confidence in the region in vrhich they have earned their 
monies . n-li-
The information contained in this paper mainly 
comes from private and public agencies which assemble the 
facts of the various financial institutions involved . 
National data is not difficult to obtain - often there is 
too much of it; regional data, however, often has to be 
pieced together and n some cases interpolated , the main 
reason being that there are both federal-chartered and 
state-chartered institutions in some of the lending indus -
tries, and it is difficult at times to get two sets of 
.;:- Committee Hember v·. .J. Canzano, Textile Workers Union of 
~merica, Cotton Director 
11 
statistics coordinated . The writer also has u sed his 
experience as a member of an institutional lending organ-
ization and as a Realtor in preparing this document . 
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CHAPJIER II 
I . Char~c teris~J-.c~f l1odern Loans 
The postwar attractiveness of mortgage loans stems 
from three characteristics - safety , yield and liquidity . 
Safety has been enhanced by federal government 
guar&~tee and insurance programs of the Veterans Administra-
tion and the Federal Housing Administration , by the amo~~ed 
loan , and by an increasing demand for ' real property ' due to 
factors such as a s·Helling population , rising incomes and a 
trend towards home oHnership . 
Even during the depression of the ' thirties the 
foreclosure ratio for real estate loans of leading financial 
institut ions 'L.vas substantially lo1·1er than the default r a tio 
for corporate bonds . 28 .1% of railroad bonds , 14 .81o of 
industrial bonds and 10 . 6~ of public utility bonds offered 
during the period 1900-19L~3 went into default . In contrast , 
the foreclosure ratios of home mortgage loans for the period 
1920- 1947 , compile d in sampl e studies by the National Bureau 
of Economic Research, Here 9 . 3 o for life insurance companies, 
4 . 2% for savings and loan associations , and 3 . 4% for commer-
cial banks . These defaults and foreclosures Here concentra-
ted in the early 1930 ' s ; foreclosure ratios on mortgages 
have been nominal since that time . 3 
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Relative yields offered by the various investment 
media determine their attractiveness to investors , who are 
interested in the net rate of return after expenses are 
deducted . 
The average yields realized by the mutual savings 
banks for the period 1953-1957 were : mortgages - L~ . 23% , 
U. S . government securities - 2.50%, other securities - 3 .52%.4 
Servicing fees and amortization of premiums had been deducted 
in these calculations , but the expenses of the banks had not ; 
savings banks need a 2% spread between the mortgage interest 
rate charged to borrm.rers and the interest rate paid on 
deposits in order to "break even , " which includes 1% for 
operational costs and 1% for reserves and contingencies , 
1-1ith servicing costs accounting for about }% and pr oduction 
and other operational costs for about t%.* Differ entials 
between yields of the various investment media va ry from 
time to time , ho wever , reflecting the laH of supply and 
demand in t h e investment market . 
There are cont inuing eff orts to make mortgages 
more liquid, t hus mor e attractive . I ncreased l iqui dity over 
the mortgages of the rthir ties has come about through : (a ) the 
univers al adoption of the amor tized loan, which insures t hat 
-l:· Reported by Frederick P . Holland , Vice Pre s ident , Dorchester 
Savings Eruli{ in lectures to Real Estate Finance course students , 
October , 1959 and April , 1960, at Boston University . 
1-4 
a portion of the principal of a loan will be returned to the 
investor at regular intervals , (b ) the development of a 
seconda.ry market for FHA and VA mortgages, and (c) arrangements 
for borrot•ring on and for warehousing mortgages . These items 
will be discussed more fully further on in this paper . 
II . Property Types 
There are tHo basic property classifications for 
reporting pur•poses in the mortgage business . The first is 
11 urbann mortgages , the second is nfarmn mortgages . 
Urban mortgages , occasionally referred to as 
11 non- farm 11 or 11 citytt mortgages , may be subdivided in several 
vmys . They may be allocated bettieen nresidential 11 and 
11 non- residential , tt or they may be divided between 111 to 4 
family 11 home mortgages , 11multi - fam:tlytt and 11 comrnercial 11 
mortgages . Frequently the 11mul ti - fa..rnilyn and ncomrnercial 11 
groups will be lumped together . The commercial category 
includes industrial properties . 
Farm mortgages are not subdivided . They tdll be 
mentioned on occasion during this paper , but their relative 
importance is not great, especial ly in New England . 
The "1 to 4 family" home mortgage deserves special 
attention because of the definition placed on i t: 
A home mortgage is a first mortgage on real 
estate in fee simple or on a leasehold •••• 
upon Hhich there is located a dt-Ielling or 
dwellings for not more than 4 families , which 
is used in uhole or in part by the owner as 
a home or held by him as his homestead, agd 
which has a value not to exceed '•20 , 000 • .? 
15' 
Spiraling home costs have reduced the value of 
this definition some1vhat . In certain of our nearby towns 
there are very few sales under ~20,000; when transactions 
above $20,000 are recorded they are placed in the 11 multi-
family11 category, but on the other hand when commercial 
properties sell for ~20,000 or below they are recorded with 
the 11 1 to 4 family 11 homes . The definition was adopted with 
the enactment of the National Housing Act of 1934, and a 
large body of FHA statistics has been built upon it, so it 
can not be easily discarded; although its value may continue 
to diminish, however, the proportion of homes in the nation 
valued at $20,000 or below still is very high. 
END OF 
YEAR 
1945 
1950 
1954 
1959 
Source: 
TABLE II 
MORTGAGE DEBT OUTSTANDING BY PROPERTY TYPE 
(billions of dollars) 
NON-FARH 
TOTAL 1-4 FAJ\1ILY MULTI- FM ILY 
& C01·111ERCIAL 
$ 30 . 8 \P 18 . 6 $ 12 . 2 
66 . 7 45 . 2 21 . 6 
105 .4 75 .7 29 . 7 
178 . 8 130.8 47 . 9 
Federal Reserve Board 
FARM 
$ 4 . 8 
6.1 
8 . 3 
12. 3 
III . Nortgage Types 
Three mortgage types exist today, two of whi ch 
are backed by the federal government . The FHA loan is 
insured by the Federal Housing Administration, while the 
VA loan is guaranteed by the Veterans Administration . 
The third, which often is the most prevalent type, is 
the 'conventional ' loan , which is neither insured or 
guaranteed . The two government loan programs will be 
discussed in the next chapter . 
IV . Building and Nortgage Activity 
There are l-Tide yearly variations in building 
activity and in mortgage lending volume , but each has 
its ovm cycle . For instance, a lender may commit himself 
today to finance a building now under construction when it 
is completed, which may be months away ; when that time 
arrives there may be no more construction underway . Thus 
at that instant there is mortgage activity but no building 
activity , which illustrates the possible tLme difference 
bet1r1een the two cycles. Within both the building and the 
mortgage communities there may. be different cycles for 
the various property types; co~~ercial building activity 
may be brisk when home construction is slow and multi -
family activity has dried up. 
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V. Home Mortgage Volume 
About three out of every four home buyers uses 
mortgage financing , but at any one time a much lolver 
proportion of homes - or any type of building - is encumbered 
by a loan, according to a new Federal Home Loan Bank compila-
tion. 
T BLE III 
MOR~'GAGED NON- FARM HONES IN 'rBE UNITED STATES, 1950-1959 
(thousands of units) 
TOTAL UNITS OF 1-!± FANILY HOHES 
D\1ELLING TOTAL MORTGAGED 
YEAR UNITS NO . ~ NO. 0! JO 
1950 40,515 35,300 87.2% 12,498 35 .4% 
1952 43 ,140 37 , 612 87.2 13,759 36 . 6 
1954 L~5, 636 40,037 87 .7 15,158 37.9 
1956 48,573 42,896 88 .3 16,825 39 .2 
1958 50,866 45,031 88 .5 18,061 40 .1 
1959 52,179 46, 243 88 .6 18,847 40 .8 
Source : Federal Home Loan Bank Board 
During the nine year period we can see that there 
were 11,664, 000 units added to the nation's housing supply, 
an average of 1,296 , 000 units a year . 10,943,000 of these 
structures 1.vere 1 to L~ family dwellings . 
Another observation ·Hhich can be made is that 
vrhereas the numher of 1 to 4 family units increased 1.4% 
relative to total units (column 4), the number of the 
1 to 4 family units Hhich were mortgaged increased appre -
ciably more , so that by the end of 1959 nearly 41% carried 
mortgages in contrast to 35 .4% nine years earlier. 
18 
The rising income level of recent years has 
enabled a great number of families to switch from the status 
of rent-payer to that of home owner , while many already 
owning homes were able to upgrade the quality of their 
housing , one reason being that they could handle a higher 
aebt load . 
Not shown in the last table was the increase in 
debt - free homes during the 1950-1959 period, from 22 , 802 , GBO 
to 27 , 396 , 000 , although relative to total 1 to 4 family units 
this group declined from 64 . 6% to 59 . 2% . Again the rising 
income level was very important; in addition to regularly 
scheduled maturities of loans there were payoffs before 
maturity because funds were available to do so . 
Increases in building costs , in the quality of 
housing and in loan- to- value ratios caused the average debt 
per unit to rise substantially over the same period . ~~ 
TABLE IV 
AVERAGE DEBT PER UNIT OF MORTGAGED NON- FARM HOMES 
YEAR NO . UNITS OUTSTANDING DEBT AVERAGE DEBT 
(thousands) (millions) PER UNIT 
1950 12, 498 $ 45 , 170 ~ 3 , 614 
1952 13 , 759 58 ,500 4 , 252 
1954 15, 158 75 , 677 4 , 993 
1956 16, 825 99 , 037 5 , 886 
1958 18 , 061 117, 686 6 , 516 
1959 18 , 847 131 , 033 6,952 
Source : Federal Home Loan Bank Board 
~:- Boeckh index of residence construction cost : 
1947- 49 base - 100; 1950 - 107 . 7; 1959 - 137 . 4 
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In the period 1945-1949 there was an average 
annual increase in mortgage debt on 1 to 4 family units 
of $4 . 9 billion . During the 1950-1954 period this increased 
to ~7 . 6 billion annually , and for the period 1955-1959 it 
jumped to '11 .1 billion annually . A skeptic may wonder if 
this mushrooming debt can be afforded . One guide, the default 
and foreclosure - in- process report of the FHA, does not show 
that the public has over-extended itself in home acquisitions 
during the past decade ; 1959 figures , however , were up , and 
the 1960-1961 recession probably ~dll push them up further. 
TABLE V 
DEFAULT AND FORECLOSURE- IN- PROCESS RECORD OF 
FHA SECTION 203 HOME LOANS 
AS OF TOTAL LOANS TOTAL DEFAULTS FORECLOSURES IN 
YEA END IN FORCE ~ OF I N FORCE P 0 CESS 1 % OF IN FORCE 
1950 1 ,119 , 967 o. 85% o. o4% 
1952 1 , 411 , 362 o.5l 0. 03 
195~ 1, 611 , 070 0. 56 0 . 04 195 1,862, 751 0.43 0. 04 
1957 1 ' 9416, 772 0 .40 0. 04 
1958 2,19 , 754 0.50 0.05 
1959 2, '-l-90,873 0.56 0 . 08 
Source : Housing and Home Finance Agency 
VI . Mortgage Volume of the Four Institutional Lending Industries 
The following chart best indicates the position 
of the four institutional lenders in the mortgage field . 
CHART I 
MORTGAGE DEBT OUTSTANDING OF FINANCIAL INSTITUTIONS 
1945 - 1959 
Billions 
60 
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1 945 1950 1952 1954 1956 1958 959 ]5, 
Savings & Loan Associations 
Life Insurance Companies 
Commercial Banks 
l•1utual Savings Banks 
Sources : u.s . Savings & Loan League; Life Insurance 
Association of America; Federal Reserve Board; 
National Association of 1utual Savings Banks . 
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CF..APTE... III • 
I . General 
In this c~~pter we will discuss items of major 
importance in the post-war lending policies and programs 
of the institutional lenders . These are some of the factors 
operating from outside the I<Talls of the financial insti tu-
tions Hhich affect their lending activities in variou s ways . 
II . Four Government Operations in r;Iortgage Lending 
A. The Federal Housing A~inistration 
The FHA is a creature of the 1 t lurties , established 
under the National Housing Act of 1934. Since 1947 it has 
been one of five constituent agencies of the Housing and 
Home Finance Agency (HHFA) , the others being the Federal 
National Hortgage Association (FNIJJA) , the Public Housing 
Administration (PHA) , t he Community Facilities dministration 
and the Urban Renewal Administration . At the end of 1959 the 
HHFA employed 10,998 people , 7 , 028 of 1r1hom Here Hith the FHA . 
The Federal Housing Administration is the world ' s 
l ar gest and most prosperous insurance agency . ~:- It operates 
housing loan insurance programs; it does not make loans nor 
-l~ per Jr . Stanley Caren , FHA 1-1ortgage Credit Officer, in 
lecture at Boston University Real Estate Finance Course, 
November 1959 . 
does it plan or build housing . It is not a burden on the 
taxpayers of the nation , for it more than pays its own way, 
borrm-.rers with FHA- insured loans pay a premium of i of 1% 
of their outstanding principal balance with their monthly 
payments as a service charge . ~i-
The FHA v~ote over $61 billion of insurance from 
its inception through December 31, 1959 , at wlrlch time 
$30 . 8 billion was outstanding , including $23 . 8 billion on 
home mortgages , $5 . 4 billion on project mortgages and ·1 . 6 
billion on property improvement loans . FHA had gross income 
of ~1 . 6 billion and operating expenses of ~562 . 9 million 
during this twenty- five year period; its early debt to the 
u.s . Treasury has been repaid . Losses realized on properties 
acquired and sold by the FiiA from 1934 through 1959 amounted 
to 15/lOO ' s of 1% of the total amount of mortgage insurance 
written; losses to its !1utual lYlortgage Insurance Fund on 
s ale of acquired properties under Section 203 (home loans) 
I rfl 6 amounted to 2 100 ' s of l 1o . 
The scope of FHA operations has been expanding 
steadily; in 1941 , 1942 and 1947 volume exceeded ;·1 billion, 
from 1948 through 1957 volume was between $3 . 1 and ~4 .3 
billion, and in 1958 and 1959 volume increased substantially 
to ;w6 . 3 and $7 . 7 billion, respectively . $6 . 1 billion of 
* FHA borrowers get some of their premiums back upon maturity 
or prepayment , if the loan has been "on the books" long 
enough to build up a credit balance , which takes 5- 6 years . 
the 1959 volume involved 495 , 000 home mortgages, while 
project mortgages involving 44, 000 dwelling units accounted 
for ·o . 7 billion and 1,097 , 000 property i mproven1ent loans 
accounted for $1 . 0 billion; FHA- insured non-farm mortgages 
in the $20 , 000 and below category accounted for 19fo of the 
n ation's total of $32 . 2 billion. 7 
One of the ways in which the home loan program was 
expanded recently was the increase in the maximum insurable 
mortgage for a single- family home, from $20 , 000 to $22,500 , 
permitted under the Housing Act of 1959; increases in other 
types also were permitted . The same Act authorized lower 
downpayments for Section 203 mortgages - 3% of $13,500 of 
value, plus lOfo of the next 4 , 500 of value , plus 30% of 
value above $18 , 000~ Progressively lower downpa~nent require-
ments in recent years and the 30-year term permitted since 
1954 have made it possible for younger families to own the i r 
own home s ; the new Kennedy Administration is proposing a 
40- year term. 
Another provision of the Housing Act of 1959 
facilitated trade-in transactions . Another expansion program 
began vJi th the Certified Agency Program (CAP) in 1957, which 
was designed to extend FHA insurance into areas which in the . 
past have been difficult to service . Fill - approved mortgagees 
in areas remote from FHA insuring offices are certified as 
FHA agents , wlrlch enables them to more expeditiously process 
the local applications . By late 1959 the CAP program had 
been extended to all but 3 of the 75 F. districts ; Rhode 
Island (because of its compactness) , Alaska and Puerto Rico 
Here the exceptions . 9 
Anyone can apply for an FHA loan; no preference 
is given to veterans, but active-duty military personnel 
have their FHA premiums paid by their Service . 
FHA- insured loans involve only private funds, so 
naturally the lenders approve both the mortgagors and the 
real estate involved . The FHA also carefully considers the 
applicants and the properties ; the prospect must be able 
to carry the loan involved according to FHA standards , and 
FHA staff appraisers or authorized fee appraisers inspect 
the real estate . The agency also inspects ne-vr construction 
which is to be insured; it requires that certain standards 
be met and that builders provide a one-year warranty . 
Virtually all foreclosed properties are deeded to 
the FHA in exchange for debenture bonds , which are "called" 
1-.rithin six months ; "certificates of claim" are issued to 
the lender to cover accrued interest and any unrecovered 
prior liens, but these certificates are paid off only if the 
FHA sells the property at a profit . Thus the lender may not 
fully recover the amounts due him, which may be substantial 
where large projects are involved; this possibility, plus 
the "red-tape" involved in turning a property over to the 
FHA, causes some investor skepticism. 
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The FHA program is divided into 11Titles 11 and 
11 Sections , " and provides insurance as follows : 
TITLE I 
Section 2 - financing of repairs, etc . on 
existing structures and building 
of small nonresidential structures . 
TITLE II 
Section 203 - mortgages on new and existing 
1 to 4 family dwellings . 
Section 207- mortgages on rental housing projects 
of 8 or more units , and mobile home 
courts . 
Section 213- mortgages on cooperative housing 
projects of 8 or more units . 
Section 220- financing rehabilitation of 
salvagable housing and replacement 
of slums l.Yi th new housing . 
Section 221 - mortgages on low- cost relocation 
housing 1.·or sale or rent to 
families from urb an renewal areas 
or displaced by government action . 
Section 222- mortgages on activ~-duty 
servicemen 's homes . 
Section 225- covering additional advances under 
uopen-end 11 mortgages , providing funds 
for repairs and improvement s up to 
the original principal balance . 
Section 231- mor~gages on new or rehabilitated 
rental housing of 8 or more units 
desigH9d for the elderly. 
Section 232- mortgages on new or rehabilitated 
nursing homes . 
TITLE VI - inactive 
TITLE VII - insurance of a m~n~mum amortization 
charge and an annual return on outstanding 
investments in rental housing for moderate 
income families where there is no mortgage . 
26 
TITLE VIII 
Section 803- mortgages on housing built in 
or near military reservations 
for use of military personnel, 
and for sale to civilians employed 
at military research and develop-
ment installations . 
Section 809- mortgages on homes built for s ale 
to essential civilian employees 
at military research and develop-
ment installations . 
Section 810- mortgages on not more than 5 , 000 
units of off- base housing for 
military and essential civilian 
personnel of the Armed Services . 
TITLE IX - inactive 
B. The Veterans Administration 
The VA program of home loan guarantees for ex-
servicemen was established by the Servicemen ' s Readjustment 
Act of 1944, and was designed to help veterans who could not 
afford conventioBBl downpayments to purchase homes during the 
"post - war readjustment" phase . Like so many government pro-
grams established on a temporary basis it just won 1t fade 
a-vray . The date of expiration of the benefits for World War II 
veterans had been set as July 25, 1957, but since then it has 
been extended from year to year. Korean conflict veterans can 
take advantage of it until January 31 , 1965; loans can close 
up to one year after that date . 
The guarantee provisions of the program also have 
been modified , largely because of increased house prices . 
Under present legislation the govern.111ent vlill guarantee the 
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lower of $7,500 or 60fo of value . No downpayments may be 
needed , depending upon the policy of the lending institution 
involved . As is the case with FHA loans , private funds are 
involved so a lender as well as the government agency has tD 
approve the borrower and the real estate . Construction loans 
are not available to individuals, but builders may get them 
for homes to be sold to veterans by submitting to inspection 
procedure and granting warranties . 
5,430, 000 loans totalling :,;4 7. 2 billion were closed 
in the period 1944-1959, an ~8 , 735 per unit average . The 
Veterans Administration guaranteed ~1> 2_5. 7 billion of the 
total . The outstanding debt at the end of 1959 was $30 .1 
b "ll " 10 ~ ~on . 
The high point in the VA home loan program was 
re ached in 1955 when 649, 000 loans were closed; the next 
three years showed steady de clines to 14.6 , 000 in 1958 , but 
in 1959 the volume rose to 213 , 000 representing a principal 
amount of ·2.8 billion of which $1 .5 billion, or 52 . 2~ , was 
guaranteed. Outstanding balances and demand are expected to 
decline as time goes on. 
The safety record of VA loans has been good , 
although the FHA record has been better . The loss ratio 
for the period 1944-1959 was slightly over i of l fo , with 
about 250 million paid on claims of holders of guaranteed 
loans and to acquire properties where foreclosure Has 
iw~nent; a unique feature of the VA program is that it will 
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take over the loan of' a 11"t.;orthy11 GI in distressed circum-
stances and pay off the mortgagee , Hhich has been done in 
about 400 instances . -::-
The VA normally viill give the mortgagee an 11upset 
price to bid for the property at the foreclosure auction . 
The mortgagee is paid off'; if the VA is the successful 
bidder it lists the property for sale through normal real 
estate channels . However, in 11 bad 11 situations, such as one 
where a property has been poorly n1aintained, the VA merely 
will pay off its guarantee , leaving the lender with the 
property . Very few loans actually reach foreclosure , f'or 
strenuous efforts are made to straighten out loans which go 
into default status . In Hassachusetts through November 1 , 
1959 \?4 . 6 million was paid in claims, but the salvage value 
of the properties v1hich the VA acquired offset much of it .. ~:-
Thus through the VA program and through the FHA 
program purchasers have been able to ovm their own homes 
with little or no downpayment, 1-dth monthly payments little 
different from ordinary rent payments , 't-Ii th the added 
advantage of building up an equity in the property Hith the 
passage of time . In 1959 an all - time high of 66% of new 
homes purchased by veterans -v;ere bought with no do'tmpayment,, 
although only 23~b of existing homes uere purchased in this 
manner . 11 sturabling block for some would- be purchasers 
~:- per Er . Vernon Parkhurst , Loan Officer of w·orkingmen ' s 
Cooperc<;ive Bank , in lecture at Bo ston University Real 
Estate Finance Course, November 1959. 
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at times is the fixed interest rates prescribed for these 
govern~ent -backed loans. Generally the maximum rates 
permitted are below the going interest rate s in the free 
marke t, which results in the lenders requiring discounts 
to make FHA and VA loans , and when the gap is substantial 
pronounced reluctance to make such loans occurs . On the 
other hand , 1-1hen lende r s have ample funds and seek out- of-
state business such loans are in demand as state regulations 
preclude conventional lending , as vJe will see in subsequent 
chapters . 
C. The Voluntary Home I''iortgage Credit Program 
The Voltmtary Home Nortgage Credit Program 1vas 
established under the Housing Act of 1954. The VH!.~ICP is 
operated directly by the Housing and Home Finance Agency 
and is designed to facilitate the flow of funds into small 
comraunities , remote areas and to minority groups . The funds , 
hoHever , are from private sources; VE11CP committees act as 
clearing houses and place incoming applications for mortgage s 
1.vi th the lending institutions which are in the program . There 
are seven VHHCP regions in the country , with egion I head-
quarters in Washington , D. C. serving the entire northeast . 
Assistance is available only in areas declared 
eligible by the National Comrnittee, except that members of 
minority groups are eligible Hi thout regard for geographical 
considerations when they are unable to obtain mortgage 
fin~Dcing elsewhere on terms comparable to those offered 
others . 
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.~1 applicants must certify that application has 
been made to at least two private financing institutions 
to obtain F or V. loans, and that their applications have 
been r ejected . Only 1 to 4 family homes are in the program, 
exc ept that members of minority groups are given assistance 
for any type of housing . 
40 , 657 lo an s were pl ac ed dur ing the period 1954-
1959, representing an investment of about ~400 million . 
'11hi S rel atively small showing is due in part to the fact 
that except for minority groups the VffiviCP program serves 
only to1--ms of 25, 000 popu~ation or less ; approximately 
70~ of the loans placed 1--1ere in remote areas . Two - thirds 
of the loans involved homes in the (;7, C00-13 , 000 price 
range ; 22, 000 of the beneficiaries we r e veterans . 8,458 
loans amounting to ab out ~)85 million were made to minority 
groups in metropolitan areas . There also were 3 project 
loans llhich furnished rental housing for 546 minority 
f amilies . 93% of the loans were FHA and VA supported . 
IJife insurance companies made 81 . 5% of the loans; 
mutual savings b~Dks made 6. 8%, co~nercial banks 4 .5% and 
savings and loan associations 4.3$, with mortgage companies 
accounting for the last 2 . 9% . Efforts are being made to 
secure 'tvider lender participation, with advocates pointing 
out that this program is preferable to direct financing by 
the government of mortgages for these elements of the 
nation's population . 12 
D. The Federal National Mortgage Association 
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FID·~ has been a constituent agency of the Housing 
and Home Finance Agency since 1950, although it dates from 
1938 . It has three functions : (1) Secondary I"larket Operations, 
(2) Special Assistance Functions, and (3) Nanagement and 
Liquidation Functions ; each of the three activities has its 
own assets , liabilities and borrowing authority so in essence 
there are three corporations . 
The Secondary Market Operations are intended to 
provide supplementary assistance to the general secondary 
market for home mortgages by providing a degree of liquidity 
for home mortgage investments . This is accomplished by the 
purchase of acceptable FHA and VA mortgages in ar eas ~vhere , 
and at times when, investment funds ax•e in short supply , a.nd 
by selling the mortgage s in areas where and when capital is 
available ; purchase stfu~dards generally are those imposed by 
private .:investors . In 1959 1·1hen mortgage market conditions 
were tight the Secondary Market Operations accounted for 
purchases of &?734 . 6 million and sales of ~~3 . 5 million . 
Under its Special Assistance Functions FNivffi 
provides assistance for financing selected types of home 
mortgages for uhich established financial facilities are 
inadequate . Twelve categories of FHA-insured loans and 
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one V - guaranteed type of loan ~·rere authorized purchases 
in 1959 . This FN~ operation also may be used to retard 
or stop a decline in mor t gage lending and home building 
activities vrhich threatens the stability of a high level 
nati onal economy . The President of the United States has 
to authorize each special program; purchases are suppo sed 
to me et s tandards generally imposed by private investors , 
although at the tine of s ubmi ssion they do not necessarily 
have to be readily acceptable to such purchasers . Special 
I 
;. s s istan.ce •unctions acc ounted for 61% of FNHA purchases 
in 1959, and amolmted to ~?1. . 172 . 8 million; sales uere 
'niO . 3 mil l ion . 
FN!J'J.A 1 s 1959 volume of .,pl, 922 . 4 million HaS over 
three times its 1958 volume c f purchases . It bought 14,o of 
the FHA and 27% of t h e V 1 to 4 family hone mortgages . 
Its third function , Hanagement and Li qui dation , 
accounted for only 1~ of 1959 purchases . Thi s work involves 
a portfolio of contracts acauired between 938 and 1954 
plus other mort t;ages that Here, or uill be acquired f rom 
authorized sources such as t h e Public housing dninistration . 
Hortgage purchases in 1959 uere ,,15 million , from the PHA; 
sales 11rere ;o . 7 million •13 
III . Four Private Aspects of Mortgage Lending 
A. The Mortgage Companies 
The mortgage loan correspondent system has "bounced 
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back" from its low point of the •thirties . In the ' t-vmnties 
the system had been iddely used by life insurance companies 
in connection w~th mortgage operations , but a combination 
of things including nonamortizable mortgages , lack of busi -
ness and mortgage participation bonds vrhich went sour caused 
many firms to fail . Some of their personnel joined life 
insurance companies and other investors to handle foreclosures . 
Recovery commenced with the introduction of the 
Federal Housing Administration program in 1934. Another major 
impetus was the VA loan program of 1944. In a 1946 survey of 
68 life insurance companies, 52 vTere using the loan correa 
spondent system, while 16 operated their own branch systems , 
only 2 of which were extensive . l4 All 68 companies acquired 
some mortgage business directly, but since solicitation of 
business directly from the "home office" is not feasible 
unless a company is small the bulk of origination of loans 
occurs in the 11 field . n 
The modern mortgage company is a small , private 
corporation - although there are numerous individuals and 
partnerships - whose principal activity is originating and 
servicing mortgage s for institutional investors . It is 
subject to a minimum of direct government regulation , but 
must abide by the 1rrishes of its employer (s) and the terms of 
its contract (s) , which stem in large part from legal 
restrictions upon the lenders mortgage activities. 
The capital investment of a mortgage c ompany 
generally is small relative to its business volume , and it 
relies he avily on conwercial bank credit to finance its 
inventory . 
A mortgage company may participate in r elated 
real est ate activities ; in some cases loan corre spondent 
activities are a sideline . To be effective , however , a 
correspondent should be an FHA- approved mortgagee , which 
requires a minimu.m net Horth of $lOO , 000 ; companies l arge 
enough to be permitted to operate in noncontiguous states 
have to have a net 1-vorth of at least ..>250 , 000 . Hm-;ever , 
the average compa:n.y has but a single off ice and confines 
its activities to its own metropolitan area . 15 
The last de c ade s aw a ve r y r apid increase in the 
vollune of mortgage companies . vlhereas ~6 billion in loans 
-1/'Jas serviced in mid- 1951 , ;20 bill ion was serviced at the 
end of 1955 ; gr oss income from servicing rose from about 
$ 27 million to about $88 million during this period, 16 
About 1/ 3 to 2/ 5 of total gros s income income of the com-
panies is derived from servicing, according to a small 
survey by Saul B. Klaman, -vri th the balance being obtained 
in varying proportions from origination fee s, insurance 
commissions , real estate s ales , management fee s and 
interest received on mortgage hol dings.l7 
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B. Construction Loans 
In March , 1944, months before the end of World 
liar II , the banking industry held a conference on 11 post- Har 
housing . 11 A pent- up demand for housing 1.-vas recognized~ and 
it was correctly generalized that a million dl·lellings might 
be built each year for ten year s following the cessation of 
hostilities and the relaxation of wartLme controls . 
One problem which 1.-vas discussed was construction 
loans . Builders would need workable construction loans , but 
wartime experience indic ated that bankers did not care much 
for them and the builders of wartime prefabricated housing 
had run into difficulties with financing . 
There were t hen , and are now, tHo main types of 
construction loans . The first is a perm~~ent type , with 
funds advanced during construction and the loan retained by 
the same lender Hhen the structure is completed . The second 
is a temporary loan, made for the construct ion period only , 
Hi th the property per manently financed by another investor 
upon completion . Many banks , ho-vwver, had engaged in neither 
type, fearing a high risk factor and an over-abundance of 
detail and supervision problems . 
Such skepticism often stemmed from a knowledge of 
f ailures . Hm.;ever, it was pointed out to the bankers that 
failures usually were due to (1) absence of a systematic 
routine, or (2) negligence by those char ged with carrying 
out the routine . 
The American Bankers Association and others pointed 
out that there are important advantages to be gained by 
participating in construction financing, including (1) it is 
a method to obtain a larger flo w of mortgage loans, assuming 
that it is done effectively so that the borrOiver 'tvill desire 
to place his permanent mortgage Hith the i nstitution, (2) it 
provides additional income , through the normally higher 
interest r ates charged for such loans, plus certain 11permis-
* sive chargestt which can b e levied , (3) it may be for the 
betterment of the banker ' s own community, (4) it permits 
vTider business contacts, and (5) by participating in the 
supervision of construction the lender can (a) asc ertain the 
quality of the structure being assembled, (b) ke ep abreast 
of current building techniques and products, and (c) 
as socia te with the variou s parties 11 on the job 11 for the 
mutual business benefit of all concerned . It appears that 
the advantages of such business outweigh the disadvantages 
of installing a special system, employing qualified person-
nel and the added costs involved providing there is enough 
potenti al business. 
There are , of course , prec autions Hhich must be 
taken to counter s uch things as (1) failure of the contrac -
tor or sub-contractors to meet plans and specifications , 
~r The FHA permits fees up to 2~% of the principal amount of 
the loan, -.Jhich covers various administrative expenses . 
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which 1r1ould delay or prohibit approval of the structure , 
(2) financial failure of the builder , (J) diversion of the 
funds , and (4) the filing of mechanics or laborers ' liens 
which ltlOUld take precedence over the mortgage loan . 
The protection against such hazards are complete, 
legal and clear documents , including the construction loan 
agreement , the plans and specifications (Hhich may be subject 
to architect ' s approval as work progresses) , detailed and 
realistic cost estimates, financially and professionally 
competent contractors, and proper supervision by the lender . 
Construction loan funds are advanced in various ways, 
but almost all involve pa;yments in increments folloHing com-
pletion of various phases of the work . This is the main point 
where builders and lenders may disagree , both as to methods 
and timing of payments , so it is advantageous to have a 
"meeting of the minds 11 before \fork begins . In a clean-cut 
situation the funds may be advanced on this schedule : 
20% when rough framing , flooring, roofing 
and enclosing are done ; 
20% when structure is fully enclosed , partitions 
installed, permanent roof on and chimney built ; 
20% 'lrJhen brov.TI plastering , glazing and rough 
plumbing including bathtub are done ; 
20% when 1._rhi te plastering, final cement 1rmrk and 
utilities are in; 
1 0% upon virtual completion; 
10% upon full completion and landscaping . 
Final payment may be withheld until the legal time 
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f or filing liens for labor has elapsed. . In kassachusetts 
a title check run inr:ecliately pri or to closing the mort0n.ge 
loan ::ould disclose the e:;ds tencc of necha.lJics liens , Hhich 
involve personal property uhich is ,.;rou,sht into the property , 
but laborers' liens do not have to be recorded so a lender 
r1ay \vi thhold final payment for the L!-0 - day period from the 
cor:pletion date, during uhich time laborers' liens can be 
filed, unless the builder Hill give a pr oper Statenent of 
Completion ~-rhich is acceptabl e to both lender and o'tmer . 
C. Interim Financing 
Without interim financing fevr mortgage companies 
could exist . It enables them to carry an inventory of loans 
betv.Jeen the date of closing a loan -vJith the property owner 
and the date of delivery of the loan to a permanent lender . 
There are five principal types of interim financing : 
(1) short - term loans on mortgages covered by regular take - out 
commitments , (2) longer - term loans on mortgages covered by 
long- term for~rard corami tments , (3) short - term loans on mort -
gages covered by stand- by co:mrni tments , (L~) short - term loans 
on unco~~itted mort ages, and (5) purchase and resale 
agreements . 19 
Interim financing often is dependent on prior 
arrangements for permanent financing . The first type listed , 
short - term loans on mortgages covered by regular tru{e - out 
conrr.rltments , is in this category . It is the oldest and most 
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c ommon type, ~~d usually involves a short - term loan secured 
by FHA or VA mortgage s committed for sale to a particular 
i nves tor at a definite time . This type of loan generally 
runs h-ro to six months , during Hhich time the mortgages are 
put in order for final delivery ; each trans~ction is covered 
by a collateral note , and is looked upon by the banker as 
an ordinary lm·J- risk collateral loan made to finance 11 soldu 
inventory . 
Longer - ter m loans on mortgages secured by long- term 
f orvrard commitments . are a more recent innovation . The loans 
may run up to two years , and permit the mortgage company to 
carry its inventory for an extended period of time as an 
accomodation for the permanent investor . This s upports the 
long-term investment program of the permanent investor and 
enables it to effect a smoother flow of mortgage funds . 
Both short - te rm and long- term loans may be used lrrhen the 
permanent inve s tors find themselves temporarily short of 
funds to purchase loans as scheduled without incurring losses 
on other securities . 
The third type , short- term loans on mortgages 
covered by stand- by comm.i tments , is used mos t ly 1-1hen the 
supply of mortgage funds is tight and there is a shortage 
of re ular t ru{e - out commitments . The short-term lender 
may be the issuer of the stand- by commitment . The s tand- by 
commitment is issued at a relatively lou price, and the 
issuer will buy the loans only if the mortgage company has 
been unable to sell themmore advantageously during the 
financing period . This t ype of operation supports the 
builders as 1-rell as the mortgage companies , and the loans 
may run for several months to a year . A fee is paid to the 
stand- by lender for this type of accomodation . 
The fourth type of interim financing involves loans 
made to mortgage companies which have no commi tments for 
their mortgages . Thi s enables the mortgage company to origi-
nate its ovm mortgages and 11 \-Jarehouse n them for a uhile until 
a permanent lender is located to purchase them; for instance 
it f acilitates the assembly of a 11 package 11 of loans totaling 
an amount large enough to interest a ma jor investor . There 
is more risk in this type of loan than in the first three , 
so only seasoned and reputable mortgage companies are accom-
odated and higher interest rates are charged . 
The final type is the purchase and resale agreement . 
The lender of the interim financing actually purchases the 
completed mortgages, under an agreement to sell them back 
at a ce~tain time or m1der other conditions . This type may 
be preferred to longer-term loa.11s, especially ~·men l ar ge 
amounts are involved . rtepurchase agreements also may be used 
when permanent investors find themselves overconmited, so 
they vrill sell loans to a commercial banks for a certain 
period of time . 
The bankers had favorable result'S' .with the lo:·ier-
risk types of i nterim financing , vJhich led to expansion 
into other types . rhe additional security of F andV 
sup) orts also uas instrumental in p op larizing such loans. 
Permanent financing comrnitments a re , of course , a ma jor 
f actor, and interim financing 1..rould not be popul ar with the 
banks if only the resources of the mortgage companies •·1ere 
behind the loans . 
D. Participations 
The post - ·..,-ar era has had some mam.rnouth building 
projects, many too l ar ge for one individual investor to 
finance alone . Legal limi t ations and a des ire to spread 
the risk have resulted in groups being formed to finance 
certain projects . 
Usually the originator of a loan , such as a 
mortga@8 company , will play the aggressive role in organ-
izing an investment group , thus filling the same role that 
an investment barucer does in a large securities offering . 
There may be an investment group to handle the construction 
financing , and another for the permanent financing . In a f ew 
situations there has been one group involved in the land , 
and another in the building . 
One example ~·rhere participati ons have been used 
is the massive housing projects for military reservations 
under the Capehart program, insured under FHA Title VIII , 
Section 803 . 
IV . Additional Sources of Hortp;age Funds 
A. The Demand for 1ortgage wunds 
Mortgage debt in the United States has expanded 
tremendously since the end of vorld : ar II - ·"·155 . 6 billion 
through 1959 . The potential demand for funds is very great 
for years to come . The u.s . Department of Comr1erce believes 
that the number of households will gro':I from about 51 million 
in 1959 to bet1·.reen 59 and 63 million in 1970; this is but 
one indication of a continued demand for new housing . 20 
Nortgage lendine is made possible by savings which 
are deposited in thrift institutions . Ho1vever, the proportion 
\·lhich each institution receives is subject to change, and 
with the passage of time new forces come to the fore . In 
recent years pension funds have become the fastest growing 
of the major thrift institutions . 
B. Pension and Welfare Funds 
Trusteed corporate pension funds more than doubled 
in size in the five years ending in 1958, increasing from 
~10 . 2 to ~22 . 1 billion; they now are gaining at a rate of 
~3 billion a year . State and local retirement funds expanded 
from ~?8 . 3 to ·1?15 . 2 billion during the same period, and are 
gaining at an annual rate of over ·1 .5 billion . 
Yield is of vital concern to these funds, for the 
greater their income the greater the benefits Hhich can be 
paid . However , the rates of return realized on most funds 
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have been rather low, due to large investments in government 
bonds and other fixed interest rate securities . In 1958, 
the Securities and Exchange Commission reports , corporate 
pension funds realized only a 3. 8% return ; further , they were 
53% invested in corporate bonds which had declined in market 
from book value 7 . 5~ , v.ihile their "governments 1 had declined 
5% and preferred stocks 7%. 21 
In general the fund s have shied away f'rom mortgages , 
due to unfamiliar ity by the truste es of the funds and because 
of some legal obstacles in certain states . The Mortgage 
Bankers Association , however , has c~waigned vigorously to 
overcome such problems . 
Trust institutions handling pension funds have set 
up mortgage departments in some instanc es , while others are 
interested in buying certificates of interest from a central 
organization that would administer a mortgage portfolio , and 
still others are interested in the possibility of the creation 
by mortgage bankers of agencies Hhich l·rould acq_uire and 
service mortgages . These would seem to be major opportunities 
for such funds to invest their resources more profitably , 
~nth s afety e~~anced by the availability of FH and V loans . 
C • Union Funds 
The co~ments made about pension f unds in general 
can be applied to union funds in particu~ar . There were only 
a hsndful of unions holding mortgage loans in 1960; among 
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the unions in the construction industry only the Interna-
tional Brotherhood of Electrical \·forkers o ~,med mortgages . 
In other fields the International Ladies Garment Workers 
Union , the ~~algamated Clothing Workers of knerica, and 
a Building Service K~ployees International Union o~med 
mortgages , all of ~-1hich \•Jere government - backed . 
Ho1-1ever , in August 1960 the t~renty-nine member 
Executive Council of the AFL- CIO approved a plan to help 
unions invest their funds in FHA and VA home mortgages . 
An Investment Department has been established , and cm ... rent -
ly is implementing the program to get billions of interna-
tional and local union funds into the home building market . 
The AFL- CIO hopes for three major accomplishments 
through acquiring mortgages : (1) easier money , for rates 
~muld be forced down if mortgage money 11as more plentiful , 
and the elimination of discounting practices might be 
achieved, (2) a pickup in construction jobs, and (3) higher 
earnings on their reserves . 22 Quite naturally there will 
be attempts to apply the "union shmp 11 principle to any 
construction projects being financed with union funds . 
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cr PTER IV 
S VIHGS AND LOA ASSOCIATIO.JS 
I . National 
• Nature of Savings and Loan ssociations 
The term 11 Savings and Loan ssociationsn includes 
savings institutions of several names . First and foremost 
are the Savings and Loan Associations themselves , t·;hich 
ac count for over 80~ of the numerical group which we 1-rill 
consider . About 10% are called Building and Loan ssociations , 
and a slightly smaller numer are titled Cooperative Banks . 
Finally there are incidental ones such as the Homestead 
ssociations of Louisiana . 23 
The ns&L I s 11 are the most "tvidespread of the insti tu-
tional lenders . There Here 6, 230 of them located in almost 
every urban center of the United States at the end of 1959 . 
Operations are geared to local trading areas ; savings services 
are for the individual and lending services are for the home -
owner , :·Ii th some exceptions . - bout 90% of the S&L 1 s are mutual 
in organization , but in 17 states there are some capital stock 
associations . The latter have about 1 to 5% of their assets 
in nom·ri thdrawable capital stock . 24 
B. History of Savings and Loan ssociations 
The savings and loan business in the United States 
dates from 1831 . The early associations Here not incorporated; 
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participants subscribed flli"1.ds monthly and drm..rings were held 
periodically to determine which subscriber would get the funds 
on hand to fi~ance his house . vfuen each participant had made 
all his payments the mortgages i'iere cancelled and the associ-
ation t,ras terminated . 
Subsequent developments included payment of interest , 
formation of perpetual as s ociations , and bidding for loanable 
funds h-1hich resv~ ted in premiums over and above interest 
charges) . The loan contract was a note , with interest and 
premium Hhich matured upon payment of the subscription - or 
11 sharen at ~vhich time the loan was paid in full . 
l'<lany savings and loan associations later 1v-ere in-
corporated, and the industry achieved a high degree of success 
and popularity until about 1880 . At that time a number of 
11 National Building and Loan Associations 11 Here organized 
Hhich sold their shares over 1-1ide areo.s on the promise of 
high yields . These yields were produced by investments in 
risky real estate situations; t:;he bubble burst in the 1893-
1897 depression , and the industry saw many of its associations 
liquidated and others changed to other types of lending organ-
izations . 
Recovery was promoted by the United States Savings 
and Loan League, ·..rhich from 1892 to 1932 was a federation of 
state organizations of local associations . Assets of the 
industry grew from about $2 billion in 1900 to ~8 . 8 billion 
in 1930 , ;,.Ji th virtually no losses . 25 
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The 11 share principle 11 resulted in contracts being 
paid off in about t~velve years , even though most loans had 
no fixed maturity . HovJever , between 1900 and 1930 some of the 
as eociations adopted the monthly amortizable loan of fixed 
amount and fixed maturity, and a fe-vr also required that 
borrowers purchase a small amount of association stock . 
The S&L industry owned about 40% of the total out-
standing home mortgage volume at the beginning of the Great 
Depression - almost $8 billion of $20 billion in the nation. 
Of the latter about '5 billion was foreclosed, but the S&L 
industry was not hard- pressed on its foreclosl~es; in fact , 
it suffered a much higher percentage of los s on cash in banks 
than it did in mortgages . Equities which had been built up 
kept many properties from being dumped , but properties -v;hich 
vJere acquired uere not resold but were rented at net rentals 
which realized tne S&L's about the same net income as dividend 
rates ; when local economies improved these properties were 
often sold for approximately their cost . Ho~rever, the Home 
Owner ' s Loan Corporation did acquire about $768 million in 
loans from the Savings and Loan As s ociations . 26 
The industry supported temporary governraent inter-
vention in the urban home mortgage market at the outset of 
the depression . Out of President Hoover ' s Conference on Home 
Building ~Dd Home 0-vmership emer ged the Federal Home Loan 
Bank Act of 1932 . It was patterned somewhat on the Federal 
Reserve Act of 1911 , and had as a primary objective the 
~-8 
providing of additional liquidity through a central reserve 
system . There are eleven District banks , which are privately 
o1med and self-supporting; member S&L 1 s purchase stock in 
their District Federal Home Loan Bank equivalent to 2% of 
their home mortgage loans, plus an additional 8 1/3~ of any 
borro~..rings above tlvel ve times their required stock holdine;s . 27 
The central system provides a reservoir of credit 
available to members to meet seasonal or unexpected denands 
and for mortgage lending when local funds are inadequate ; the 
maximum line of credit is 20% of wi thdrav!able accounts . 
Unlike the Federal Reserve System, which lends to members 
only on a short - term basis, the Federal Home Loan Bank system 
l ends on both a short-term (up to one year and a long- term 
(one to ten years) basis ; eligible collateral for the former 
are home mortgages, u.s . Government obligations , FHLB certif-
icates of deposits, FHLB tLme deposits and marketable securi -
ties; long- term collateral is limited to mortgages and U. S . 
Government obligations . Amortization is required of loans 
over six months . 28 This can be an important source of funds ; 
in 1959 the FHLB system loaned ;,>800 million to members , 
bringing the total outstanding to p2 .1 billion, of which 46~ 
;-ras in the long-term category . 29 
The last of the federal government 's investment of 
almost ~125 million in the Federal Home Loan 3ank system was 
retired in 1951. The system's resources as of December 31, 
1959 Here co!nposed of $865 .5 million in fully paid stock 
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ovmed by member as s ociations, ~589 . 8 million in deposits of 
menmers (which can deposit up to 3i% of wi thdrawable accounts), 
and $1 , 773 . 7 million in bonds and debentures of the system 
which were sold in the open market ; these securities enjoy 
credit ratings almost as high as direct government is sues . 30 
C. -dministrative and Legal Considerations 
The Federal Home Loan Bank Board supervises the 
Federal Home Loan Bank System, the Federal Savings and Loan 
System and the Federal Savings and Loan Inst~ance Corporation . 
Federal S&L members must belong to the former (FHLBS) and the 
latter (FSLIC) . 
Savings and loan associations are the only lending 
institutions in the United States dedicated almost entirely 
to the financing of homes . The federal-chart ered S&L 1 s are 
authorized, Hithout limit , to make and invest in loans on 
homes ; generally they can lend up to 80% of appraised value . 
Limited activity is permitted in other improved real estate 
and in improvement loans . They are authorized to invest in 
the obligations of the United States without limit . No 
mortgages can be purchased , ho·.vever , unless cash and u.s . 
obligations are at least 6% of vJi thdrawable accounts . 
Many state- chartered associations are authorized 
to invest in first mortgage loans on any type of real estate, 
but in practice their operations resemble those of the 
11 fe derals , u with some add itional investment in state and 
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municipal bonds . 
To generalize , about 80 to 85% of the assets of 
the savings and loan associations are in first mortgage 
loans (95% of Hhich are home loans} ; the r~maining 15 to 20% 
is mostly cash and government bonds . 3l 
With regard to deposits, the 11 federals 11 are not 
restricted by legal limi tations on the interest ra tes they 
may pay depositors; this is in contrast to Regulation Q 
applied to national co~~ercial banks and similar state 
restrictions on state - chartered brulirs . In tight money markets , 
therefore , the S&L•s can raise their interest rates paid to 
depositors and not be hard-hit by such things as the fe deral 
government ' s 111'1agic 5 ' s~1 security issue of 1959 '\vhich drew 
deposits from other lending institutions in large amounts . 
D. Operations in the Post- War Period 
There were 6, 230 members of the s avings and loan 
industry at the end of 1959, according to the u.s. Savings 
and Loan League . There t-rere 1, 841 federal - chartered associ-
ations and 4 , 389 state - chartered institutions ; the 11 fe derals" 
with 30% of the membership held 55~& of the assets . 
The Federal Home Loan Bank System had 4,599 members, 
including 2 , 758 state - chartered a ssociations . 
The Federal Savings and Loan Insurance Corporation 
covered 3 , 979 associ ations; the insurance was up to ~10,000 
per account . The insured group owned 94% of the assets of the 
industry; the 175 J'.1assachusetts cooperative banks had their 
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0 1.-m insurance program. 
TABLE VI 
ASSETS AND I·!]E}1BK SHIP OF THE SAVINGS AND LO 
1900-1959 
INDUSTRY 
YEA. 
1900 
1930 
1940 
1945 
1950 
1954 
1956 
1958 
1959 
TOTAL 
ASSETS 
(millions} 
$ 571 
8, 829 
5 , 733 
8,747 
16,846 
31,508 
42,781 
55,139 
63 ,472 
PER-CENT 
I NSuRED 
-
51 . 0% 
70.0 
81 . 0 
89 .3 
91 .5 
93 .1 
93 . 8 
EDERAL 
CHA.RTE S 
1 , 437 
1 ,467 
1 , 526 
1,640 
1 ,739 
1 , 807 
1 , 841 
Sources : Federal Home Loan 3aru{ 3oard 
U. S . Savings and Loan League 
s ATE TOTAL 
CHARTE s CHA TERS 
5,356 5,356 
11 ,777 11 , 777 
6,084 7,521 
4 , 682 6,149 
4, 466 5 ,992 
4 ,390 6,030 
4 ,397 6,136 
4 , 393 6,200 
3,979 6,230 
The assets of the industry increased ~j;54. 7 billion 
in the period 1945-1959; the 1959 assets were about 7i times 
those of fourteen years earlier. 83 .6% of the assets were 
mortgage loans; 78% of the assets Here 1 to 4 family home 
loans . The savings and loan industry has had the sharpest 
percentage increase in total mortgage loan volume during 
the late ' fifties of all the institutional lenders . 37% of 
all the 1 to 4 family home loans outstanding at the end of 
1959 Here held by the S&L's . 
In recent years they have bettered their position 
in the acquisition of the 1 to 4 family loans - their 'bread 
and butter business. 11 From 1945 until 1952 their share of 
these originations was just under one-third . It increased 
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to about a 36t~ average for the next four years but rose to 
38 . O% in 1957, 38 . L~~ in 1958 a..11d 40 . 61{; in 1959 . Savings and 
loan associations generally keep the mortgages Hhich they 
originate , whereas the commercial banks , ~vhich originate 
between 18 and 2o% of such loans , and 11 individuals and 
others" (including mortgage companies) , which originate 
about 31%, sell portions of their portfolios to mutual 
savings banks and life insurance companies . 
With regard to mortgage types the conventional 
loan business is by far the most impor tant to the savings 
and loan industry . They are local institutions which can 
~·Jork closely Hi th their borrm·Jers ; they "t<J'ill accomodate 
applj_cants for FHA and VA loans in many instances , depend-
ing to a certain degree on the competitive need to do so , 
but their policies do not rely heavily on goverrrn1ent - backed 
loans . 
According to figures of the U. S . Savings and 
Loan League , conventional loans of ~42 , 914 million accounted 
for 80 . 8% of the industry ' s December 31 , 1959 mortgage loan 
volume of $53 , 087 million; this is in contrast to total loans 
of $13 , 714 million and conventional loans of ~8 , 737 million 
at the end of 1950, a 63 . 7~ ratio . 
Although VA- guaranteed loruis about doubled during 
the nine - year period , from P3 , 072 million to $7 ,187 million , 
they declined in relative importance from 22 .4% to 13 . 5~& of 
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mortgage volume . l'learnJhile , FHA- insured loans more than 
tripled , from $905 million to ~p2 , 986 million , vJi th a r atio 
increase from 5.7% to 13 . 9% . 
Mortgage volurae is created not only by financing 
purchases of ne-v1 and used homes, but also by refinancing , 
repair, modernization and sundry other loans . In 1959 22% 
of the funds advanced by the S&L's on mortgages went for 
purposes other than acquiring properties ; this amounted to 
~3 .4 billion out of the $15 .5 billion out - flow . 
The fast moving savings and loan indust:!'y 1-tas 
cautioned at its 1960 convention by the u. s . Savings and 
Loan League th~t competition is stiffening. It was pointed 
out that union funds, commercial banks and mutual savings 
banks 1-rlll be playing more aggressive roles in the future . 
The League -;;arned its members about paying too high returns 
to their depositors , tru{ing low quality mortgages to obtain 
high interest rates, and overly high costs of operation . 
II . The New England Savings and Loan Industf.:y 
• Regional Operations 
There 1--rere 333 SGcL 1 s operating in 1'Te1· Engla...11.d at 
the end of 1959 , ~-,.rith assets of ~3 , 214 million . This recion 
a ccounted for 5 .4% of the industry's membership and 5.7% of 
its assets . Branch banking is no t too co111.mon in the savings 
and loan business; there 1-1ere 36 branch offices in New 
England , v-rhich t·:as 3 .4~ of the national figure . 
The Federal Home Loan Ba~k of Boston had 294 
members , 27L~ of which were savings and loan associations 
and 20 of which were savings banks ; it should be noted 
that savings banks and insurance companies which write 
mortgages are eligible to join the FHLBS , but savings and 
loan associations ~nd cooperative banks account for 93% of 
the membership in this District and 99fo nationally . All 67 
of the federal-chartered savings o.nd loan associations in 
this District belonged to the 3ank , as required , in addi -
tion to hich there were 207 state-chartered S&~ ' s . 
The regional F'HLB members had $2 .8 billion in 
assets at the end of 1958 , 83 . 1;~ of v;rhich ~·Tere in first 
mortgage loans and 11 . 0~ in cash and U. s . government 
securities . The 11 federals 11 had 48 . 8% of the regional assets , 
insured state - chartered institutions had l7 . ~%, and non-
insured state institutions had 33 . L~% . These three categories 
.rere 8~- . 1% , 8L~ . 6,o and 80. 97& invested in mortgages , respec -
tively , 1-rhich is closely in line Hith national figures 
except that non - insured state institutions frequently have 
90% of their assets in mortgages . 
B. State -by-State Analysis 
Federal Home Loan Bank data for 1958 was some"tvhat 
more adequate than for 1959, so figures of both year s Hill 
be used , and will be tied into the reports of the state bank 
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commissioners vJherever appropriate . Data prior to 1958 
will not be used inasmuch as year-by- year comparisons have 
been complicated by Sl·li tching between state and national 
status and by changes from non- insured to insured status . 
It should be noted, however , that both the Federal Home Loan 
Bank System and the Federal Savings and Loan Insurance Corpo-
ration have become increasingly popular with the S&~ members . 
Connecticut 
Data on Connecticut savings and loan a ssociations 
is complete through 1959, a principal reason being that all 
S&L ' s elong to the FHLB . 
T BLE VII 
SELECTED STATISTICS OF CONNEC'l'ICUT SAVINGS & LOAN ASSOCIATIONS 
(millions of dollars ) 
DECEl·1BER 31 1 19~9 DECBlt.BER 31 2 19~8 
S&L STATUS NO . ASSETS NORTGAGES NO . ASSETS JY10RTG GES 
Federal 18 $466 . 2 $393 . 5 18 ~$420 . 1 $345 . 9 
State (1 ) 20 171 . 4 146 . 5 22 159 . 9 135 . 2 
State ( 2 ) ~~- 2 ~ -.2 dt · 6 rJt 3 . 8 3 ·~ TO'l1ALS 43 $642 . 9 $5 . 6 $583 . 8 .,;484 ~ 
Notes : (1 ) Insured by FSLIC ; (2 ) Non- insured . 
Sources : Federal Home Loan Bank Board 
~ffiank Comwissioner, State of Connecticut. 
The 25 state S&L 1 s otmed $151 .1 million of real 
estate loans at the end of 1959 , representing 85 . 77b of 
assets . They were allocated by types as folloHs : 
Conventional - $142 , 663 , 000 - 94 . 5% of mortgages 
VA- guaranteed - 7,272 , 000 - 4 .85s of morte;ages 
FHA- insured 1 , 19L~ , OOO - 0 . 8% of mortgages 
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There also were mortgage loans held under a 
share reduction plan amounting to ~ 4 ,428 , 000, or 2. 5% of 
as s ets, v-rhich 1.-vere not included above. 
FBLB statistics for Naine are those of December 31, 
1958 and 1959 while those of the state baruc commissioner are 
those of June 30, 1959 and 1960 . Thus the totals shown here , 
and in other sections to come, are not those of a given point 
of time but are reasonably good indications of volume . 
15 of 27 state-chartered brulics at the end of 1959 
ivere FSLIC-insured, Hhile 20 Here members of the Federal Home 
Loan Bank of Boston. 
TABLE VIII 
SELECTED STATISTICS OF rt.AII{E SAVINGS AND LOAN 
(OR LOAN AND BUILDING ) ASSOCI. TIONS 
(millions of dollars} 
19~9-1260 12~8-1252 
S&L STATUS NO . ASSETS MORTGAGES NO . ASSETS 
Federal 5 ~? 22 .7 ·rl' 19.7 5 ~? 20 . 5 
State (1) 15 63.7 55 .7 14 51.0 
State ( 2) ~:- 12 11 . 8 9.] ~a 16. :z TOTALS $ 98.2 I 8L~ . 7 9 88 .2 32 ~ · 'IP 
Notes : (1) Insured by FSLIC; (2) Non- insured . 
Sources : Federal Home Loan Bank Board 
~:·Bank Co:m..."'T.l.issioner, State of :Maine 
HORTGAGES 
~( 17 .7 
44 .1 
1) .8 
75.6 .. ,? 
The 27 state-chartered associations, Hith ~75.5 
million in assets in this tabulation, were 86 .3% invested 
in mortgages amounting to ~;65 . 1 million . Included is 
$773 , 000 in share loans . !1ortgages by type are : 
Conventional 
VA- guaranteed 
FHA- insured 
- \61 , 996 , 000 - 79 . 8~& 
5, 201 , 000 - 8 . 0 
7, 972 , 000 - 12 . 2 
Hass achusetts 
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FHLB statistics for Hassachuset ts are those of 
December 31 , 1958 and 1959, while those of the s tate bank 
cornmissioner are April 30, 1959 and 1960 for the cooperative 
banks and December 31 , 1958 and 1959 for the few savings and 
loan as s ociations which operate in the southeastern part of 
the Common-v;eal th . 
The cooper ative banks will be given separate 
a tten tion f urther on in t his chapter . 
TABLE IX 
SELEC'rED STATISTICS OF NASSACHUSETTS COOPERATIVE BAHKS 
AND SAVI NGS AND LOAN ASSOCIATIOnS 
S&L ST·TUS 
ederal 
State {1 )~:­
State {2 )~:­
To·l'ALS 
NO . 
34 
174 
3 
211 
(millions of dollars) 
1929-1960 1228-12~9 
ASSETS NORTGAGE S NO . ASSETS HORTGAG3S 
"'· 842 . 7 $ 713 .5 33 $ 776 .5 658 . 3 .; 'r( 
1 , 201 . 2 987 . 0 176 1 , 146. 7 916 .1 
J . l 2.7. ~ 16 .1 1~ . 0 $2 , 056. 9 ~pl ' 603.1 213 :;pl ' 9 3 9 • 2 ~.0.. ' 58 • 4 
Notes : (1) Cooperative banks, state - insured . 
(2) Stat e - chartered s avings and loan associations . 
Sources : Federal Home Loan Bank Board 
-::-3ank Commiss ioner , Co:m:mon~,.real th of Hassachusetts 
58 
Ne1-1 Hampshire 
FHLB statistics for NeH Hampshire are those of 
December 31, 1958 and 1959, Hhile those of the state bank 
commis s ioner are as of June 30, 1959 and 1960 . 
13 of the 20 cooperative barnes and building and 
loan associations viere FSLIC - insured at the latest state 
report . 
TABLE X 
SE'LECTED S'l'ATISTICS OF NE\-l HANPSHIRE COOPERATIVE BANKS 
AND SAVINGS AND LOAN ASSOCIATIONS 
(millions of dollars) 
1959-1960 1959- 1960 
S&L STATUS NO . ASSETS MORTGAGES NO . ASSETS MORTGAGES 
Federal 
State (1) 
State (2 )~:­
TOTALS 
6 ;,~ 86 . 8 
13 57 .0 
i/;- ~?15~:4 
~? 73 . 4 
49 . 4 
6 . 4 
~129 .3 
5 $ 75 .8 
13 52.1 
8 ~ .o ~ \tl3 . 8 
Notes : (1) Insured by FSLIC; (2) lion-insured 
Sources: Federal Home Loan Bank Board 
~ 64 . 6 44.8 
c) . ? 
'i?ll5 . 0 
·:~Bank Com.missioner, State of He1-r Hampshire 
The twenty state-chartered institutions had assets 
of $64 .7 million in mid-1960 , of Hhich \?55 .8 million , or 86 . 3%, 
was invested in real estate loans . Included in the loans were 
~~1 .6 million in share loans and almost ·;P0 . 9 million in home 
modernization loans, allocated as follows : 
Conventional 
VA-guaranteed -
FHA- insured 
~51 ,366,000 
3 , 489,000 -
963,000 -
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Rhode Island 
The seven savings and loan associations of hode 
Island all Here members of the Federal Home Loan Bank and 
of the Federal Savings and Loan Insurance Corporation as of 
December 31, 1959 . 
TABLE XI 
SELECTED STATISTICS OF RHODE ISLAND SAVINGS AND LOAN 
ASSOCIATIONS 
(millions of dollars) 
DECENBER 
S&L STATUS NO . ASSETS 
Federal 
State 
TOTALS 
2 
7 
9 
~ 33 . 7 
213 .4 
$247 .1 
~ 28 . 7 
181 . 6 
$210 . 3 
2 
7 
9 
31' 1958 
Sourcm: Federal Home Loan Bank Board; State Bank Comr.ussioner 
85 . 1~ of the assets of the state-chartered associ -
ations Here in mortgages a t the end of 1959, divided as 
follo'TtvS : 
Conventional - $120,609 , 000 - 66 .4% 
VA- guaranteed - 31,015 , 000 - 17 .1 
FHA- insured 30 , 019 , 000 - 16 .5 
Vermont 
FHLB statistics for Vermont are those of December 31 , 
1958 and 1959, while those of the state bank commis s ioner are 
for December 31, 1958 and June 30, 1959 . Two of the six state-
chartered as s ociations are FSLIC-insured, and all belong to 
the Federal Home Loan Bank of 3oston . 
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TABLE XII 
SELECTED STArriSTICS OF VERNONT SAVINGS AND LOAN ASSOCIATIONS 
(millions of dollars) 
19~9 DECEI•J3ER 312 19t;8 
S&L STATUS NO . ASSETS HORTGAGES NO . ASSETS NORTGAGES 
Federal 2 ~~35. 0 $30.4 2 $31 . 7 $27 . ~. 
State (1) 2 5 .0 4 . 3 2 2.3 1 . 9 
State ( 2 )-l:· ~ 2. t 2.2 ~ ~ . 8 £± .3 ~~42. $36 . 9 $3 .8 $33 . 7 
Notes: (l)ESLIC-insured; (2) Non-insured. 
Sources : Federal Home Loan Bank Board 
-l:-1959 figures for non-insured associations are state 
bruli{ comraissioner 1 s figures less those of the FHLBB 
for insured associations . 
88 . 9% of the assets of the six state-chartered 
institutions on June 30, 1959 vJere mortgage loans; included 
in the $6 • .5 million portfolio vJere share loans of $.5.51, 000 
and improvement loans of ~161,000 . The loan types were : 
Conventional - $6 ,237,000- 96 .4% 
VA- guaranteed - 22,5,000 - 3.4 
FHA-insured 11,000 - 0 . 2 
c . The lmssachuset ts Cooperative Banking System 
There were 174 cooperative banks operating in 
Massachusetts on April 30, 1960 . That year was the eighty-
third year of business for the system •. ssets had reached 
~1 ,201.2 million and mortgage loans amounted to about ~98 7 
million , about 2. 7 times the loan balance of October, 1945. 
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TABL· XIII 
POST- rJ R GROUI'H 0" !'lASS_ CHUSErl'TS COOPERATIVE B.\.NKS 
(willions of dollars ) 
L!.L30L60 l:kL3oLsr; lkL3oL5l l0[3l[f±t; 
SSETS 1,201 . 2 863 . 9 $ 649 . 6 r!'• 4.50 . 9 
REAL ESTATE LOANS 
Cooperative & 
Conventional d'• 7.59 . 7 .507 .1 368 • .5 312 . 2 'iP 
VA- guaranteed 185 . 0 183 . 2 152 . 8 2 . 4 
FHA- insured 29 . 2 . 9 1 . 4 . 8 
Statutory Common 6 . 6 4 .1 1 . 8 6 . 3 
Princiual & Dues 
Suspended 4 -.5 2 . 3 1 . 9 3.5 
Other 2 . 0 . 2 . 9 1.0 
Home ~':odernization : 
Conventional 2 . 9 2 . 0 1 . 3 nil 
F- - insured . r; .1 nil nil 
TOT L, less Hodern. C' 987 . 0 d· 708 . 0 <!• .527 .3 !• 360.1 •.P 9 .;r if TO 'J:AL, incl. I:odern . ·' 990 . 1~ ' . 710 .1 <ii> .528 . 6 e. 360 . 1 \r ~r \f 
Source : State Bank Con~issioner 
The cooperative banks had assets averaging slightly 
over ~6 . 9 million each, but 96 of the 174 institutions had 
unde r $.5 million . Their size is dependent in large degre e on 
the size of the communities which they serve. 
Exact data was not avail able as to breakdo-... m by 
property type , but undoubtedly 1 to 4 family home s comprise 
most of the mortgage portfolio . Loans are made to $2.5, 000 . 
Individual loan fi gures have been increasing 
steadil y . There ~·rere 1 63, 392 loans 11 on the books 11 at the end 
of April , 1960 , with an average outstanding balance of $6 , 040, 
in contrast to 143 , L~52 loans averaging :;;,4 , 5.57 five years 
earlier . 32 
• 
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Six cooperative bacl{S have been selected as 
represent2.tive of the 1·1as s e.chu setts system . rhero are 
h1o of each size, sm:.ll , me u. iur1 and large. 
TABL...: "IV 
S LECTED 1 S0~T IGURES OF REPJES.w1Tl' .. TIVE COOPE1 ATH,-3 B. '•JKS 
~ liL 30, 1960 
(thousands of dollars ) 
. ss s 
REAL ESTATE LOANS 
Cooperative & 
Conventional 
V - guaranteed 
FHA- insured 
Statutory Comnon 
Home lioderniz a tion : 
Conve:ntj_onal 
FI::A-insured 
TOT_L 
NO . 0 LOJTS 
AVE_ 1 G ' B::.L. TCE 
SS 'TS 
.:1. Jl..L ESTATE Lo~·T\TS 
Cooperc.tive & 
Conventional 
VA- e;uaranteed 
1' Ht ... -insure d 
Statutory Co:rnmon 
Iiome l :odernization : 
Co:1.ventional 
F. -insured 
?OT..:L 
UO . OF I,Q_1_HS 
.. VE ... ~ G:: 31\L. I~CE 
1 um.nm 
COO • BANK 
$2 , 634 . 7 
$2,154 . 9 
3 . 8 
~?2 , 158 . 7 
. 305 
07 , 065 
VOLUN'rbE. 
COOP . B HK 
Boston 
.,·24, 656 . 0 
238 . 6 
1 . 2 
:,?16' 640.0 
2, 829 ) 5 , c81 
:tztL~SL Y 
COOP . BANK 
;·6 ,005 . 0 
$4,556 . 7 
438 .1 
46 . L;_ 
57 .0 
·)5 ' 09 . 2 
741 
.]6 , 803 
NO 1· 00D 
COOP . 3ANK 
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CHAPTER V 
I . National 
• History of Eortgage Lending by Life Insurance Companies 
A very important source of real estate funds is the 
life insurance industry . For over a century these companies 
have participated in both the non- farm and the farm real 
estate market , primarily as lenders (mortgagees ) and second-
arily as owners of real estate . 
In 1860, about 15 years after life insurance first 
attained popularity in this country, the records of 16 life 
companies indicated that 59 . 2% of their assets were invested 
in mortgage loans . The ratio had dropped to 44 .4~ by 1870 
due to broadened investment opportunities in state , county 
and municipal bonds . In 1900 29 of the largest companies had 
28 . 7% of their assets in mortgages , but for the period 1900-
1930 the industry average seldom fell below 301o . 33 , 34 
Fol lm-Jing the building boom of the 'twenties a great deal of 
relative attrition took place because of the heavy foreclo-
sures of the Great Depression and due to the impact of ·,vorld 
War II, so that by the close of 1946 less than 15% of the 
industry ' s total assets were in mortgages . 
i.-fi th the intensifieC::. building "tvhich has taken place 
since the war the ratio gradually has increased . On December 31, 
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1959 the life insura-l'lce industry had 34. 55& of its assets in 
mortGage loans, with the outstanding volume amounting to 
$39.2 billion . 35 During the 'fifties mortgage holdings of 
the life companies had increased more than any other single 
type of investment; simultaneously the industry also was 
investing equity funds in real estate income properties , a 
unique function among institutional lenders . 
B. The Administrative Frame1--.rork of I1ortgage Lending 
Company size and the size and composition of the 
real property portfolios have much to do with the internal 
Mortgage and Real Estate organization and its methods of 
acquiring and servicing its holdings . 
There are three basic ways to acquire and service 
real property investments: (1) the loan correspondent system 
involving independent contractors such as mortgage companies 
vJhich 1--1as discussed in Chapter III, (2) the branch system of 
field offices operated by the investor, and (3) a. system 
operated directly from the '1home office, n vd th brokers playing 
an intermediary role in some transactions . We saw that the 
former was the mos t important; through the loan correspondent 
system the life insurance companies can lend nation- 'Lvide , thus 
achieving a well-diversified portfolio . 
The large and medium size companies generally have 
separate mortgage and securities departments, Hhile the small 
companies often have one. department perform both function ; 
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some deal only in government - backed loans and some of the 
smaller companies 1--1hich do not have extensive operating 
areas have their home off ice staff do all the acquiring of 
neH '::lusiness and the servicing of loans . Still other small 
companies shy a1:my from r.:ortgages entirely . 
The larger companies may have divided the negoti -
ation and servicing phases ; the negotiators deal largely 
with the correspondents or the branch personnel . If the life 
company has a substanti al volume of farm loans a separate 
department or section may h andle this business, and branch 
off ices rather than loan correspondents produce and service 
the loans in the rr field . 11 
Each company has its ovm inve stment preferences 
and objectives; the property and mortgage types selected 
themselves influence the lender ' s staff organization . 
Concentration on non- residential lending is characteristic 
of companies with portfolios of ..,;>100 million and over, 
1v-hich requires a higher degree of s pecialization than do 
vrholly residential portfolios . 
C. The Legal Framework of r{ortp;age Lending 
Life i nsurance cor.:panies are subject to the insur-
ance laHs of each state in Hhich they operate ; such l m·rs 
apply to investments as uell as to the insurance business . 
In some instances a company Hill abide by the strictest of 
all state la:·JS on a particular subject ; in others it will 
66 
adjust ltsel f on a state - by-state basis. :?or instance , a 
company may amortize its real estate portfolio in accordance 
with the mos t rigorous state requirement , but when making 
mortgage loans the statutes of the individual states will be 
adhered to in con~ection with mat ters such as usury , loan- to-
value and foreclosure . 
Broadly speaking , the life insurance companies may 
invest in notes or bonds secured by mortgages or deeds of trust 
on real estate , Hi th certain limitations such as (1 ) a require-
ment that loans can be made only on ni mproved 11 real estate 
(which may include i n come - producing farms), (2) the mortgage 
must be a first lien on the property , and (3) dollar and 
ratio limitation s . 
Jill example of a dollar limi t ation Hould be that a 
mortgage on any one property could not exceed ~·2,5 , 000 or 2% 
of a lender ' s total admitted assets , Hhichever v-Jas greater . 
Such a limitation probably would r arely affect the larger 
companies , but might be of considerable significance to the 
smaller ones . 
Another limit a tion involves the upper limits on 
the amount that may be loaned on a property of a given ap -
praised value - the 11 lo8.!1-to - value" ratio . This is one of 
the legal matter? often brought to the fore, because if a 
state permits a life insurance company to loan up to 66 2/3% 
of appraised value Hhereas a banking institution in the same 
state can lend up to 7.5% a competitive di s advantage exists 
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for the former . At the end of 1959 three states including 
Nev-1 Hampshire and Vermont allo -.-Jed up to 80% loans in some 
instances, while 18 others and the District of Columbia 
alloVJed up to 75%. TvJO others permitted more than 66 2/3% 
in some situations, while the balance, including Maine , 
Massachusetts, Rhode Island fu'"ld Connecticut allowed a maxi -
mum of 66 2/3% for conventional loans . 36 Full amortization 
of loans may be required, particu~arly by states permitting 
the higher loan-to - value ratios . Appraisals obviously must 
be done according to a set of stfu'"ldards, but these standards 
vary with the several states . 
'Jlhe complexities and fine points of the various 
state statutes and customs virtually make it mandatory that 
lenders employ local counsel wherever loans are made, in 
addition to Hork performed by their otm legal staffs . 
Geographical limitations on life i nsurance conpGny 
lending usually are far more liberal than are those prescribed 
for other financial institutions . Insur~~ce companies domi -
ciled in Hassachuset ts nay lend on property in any of the 
states and the District of Columbia . A la~; peculiar to the 
State of Texas requires that nforeignn (out-of-state) domi -
ciled cornpanies must invest 75% of the legal reserve required 
on policies tn>i tten on its ci tj_zens in Texas securities and 
real esto.te . 
1:Jith regard to amortization life insurance companies 
also are afforded liberal treatment . I'Iany states do not 
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require amortization of loans, but generally the lender will 
do so anyway, usually in full but occasionally only in part , 
leaving a "balloon" balance due a t maturity . 
Regulations pertaining to real estate also vary 
widely. There are three broad types of regulation: (1) the 
conditions under which real estate may be ac quired, (2) how 
much may be invested in it, and (3) how long specific 
properties may be ovmed. 
There are limitations in the form of ratios as to 
how much a company can invest in (1) the real estate used 
in the conduct of its o~v.n business , and (2) real estate 
acquired for investment purposes . \ ith regard to the latter 
a generally adhered-to maximum is 5% of total admitted 
assets, with depreciation taken at not less than Q~ annually. 
Properties acquired by foreclosure must be disposed of with-
in a certain period of time, such as five years . 
D. ~~rtgage Lending in the Post - War Period. 
The outstanding mortgage holdings of life insur ance 
companies at the end of 1959 amounted to '39.2 billion , an 
i ncrease of $32.6 billion since the end of 1945 . $23 .4 
billion of the increase involved non-farm residential proper-
ties, and of this $21.2 billion was on 1 to 4 family homes . 37 
The life insurance companies nowhere near matched 
the 47.7 billion increase in mortgage financing of the 
savings and loan associations during this 14-year period; 
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$46 . 7 ~of this was residential business . Mutual savings 
banks and co:m.rnercial banks trailed the life ins·urance 
companies and the S&L 1 s by substantial amounts . 38 
The life insurance industry , however, accounts 
for a higher proportion of non- r esidential debt than res -
idential debt , a position it has held since 1929 . 39 
It closed 19.59 with $9 . 3 billion in non- residential urban 
mortgages , a $7 . 2 billion increase over 1945, in contrast 
to the commercial bank holdings of $6 . 2 billion and the 
mutual savJ::ngs bank holdings of ~p2 • .5 billion . 
A major interest is he l d by the life insurance 
industry in the n ation ' s 4.500 shopping centers; such large-
scale projects require large amounts of money , so the 
promoters na turally look to the life comp~~ies which have 
the capacity to lend in large quantities . 
In years gone by the life insurance industry ' s 
mortgage portfolio Has heavily laden with farm mortgages ; 
these reached a peak of relative importance after Horld \'!ar 
I, ~·Then for a ~..rhile they exceeded one - sixth of the total 
assets of the industry and also exceeded the total urban 
mortgage holdings . At the end of 1959, however , they rep -
resented only about 2% of assets , although the •iP2 . 8 billion 
involved was about 23% of the nation ' s farm debt ; this 
figure Has w2 .0 billion higher than in 1945 . 40 
Conventional loans accounted for about 53% of the 
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industry ' s mortgage portfolio at the close of 1959, Hhich 
amounted to $20 . 7 billion . Of the balance , 22% was in FHA-
insured loans, 18% in VA- guaranteed loans and 7% in farm 
loans . All but VA l oans have been increasing in dollar 
vol~~e in recent years . 
Geographically the South accounts for more life 
i nsurance industry mortgage investments than fu~Y other region 
of the co{mtry . However , between 1950 and 1958 the gro1:1th in 
the ~vest exceeded all other parts of the country, Hith mort-
gages there increasing 177% in contrast to a national increase 
of 128% . 
T BLE XV 
REGIONAL DIS'l'RIBUTION OF EO TGAGES 
LIFE INSURAlCE I NDUSTRY 
DECEI.ffiE 31, 1958 
(thousands of dollars ) 
N~l ENGLk~ •.• .. ..••••..••• $ 670,692 
MIDDLE ATLANTIC •••..••. ••. • 4,635,817 
EAST NORTH CENTRAL ••••••••• 6,571 , 171 
SOUTH ATLANTIC •••••••..•••• 5,776,138 
WEST NORTH CENTRAL ••••••••• 3 , 160 , 074 
EAST SOUTH CEl~TRAL •..... • .• 2, 081 , 547 
\>lEST SOU~l'R CENTRAL ......... 5, 614 , 383 
I11IOUNTAIN ... • • . . • • • . • • • • • • • • 1, 841+ ,120 
PACIFIC •••••••••••••••.•••• 6,914,677 
'l'OTAL, UNITED ST 'rES ••••• "r36 , 368,619 
CANAD. • • • • • • . . . . • • . . . . . . • • • 570 , 736 
OTHER, incl .A1aska , Ha'l.,raii .. 122,2~1 
GRAND TOTAL •••••.•••••••••• $37,161,5 6 
Source : Institute of Life Insurance 
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E . Re al Esta te i n the Post -~var Period 
Real estate 01•mership by life i n sur ance companies 
arise s from t hree ma jor f actors : (1 ) o~m business operations , 
(2 ) mortgage foreclosur e s , and (J ) re al e s t a te i nves t ments. 
The t h ird f actor is the one of mai n i n t erest , f or only the 
l i f e i n surance companies h ave t aken a substanti al position 
i n t hi s f ield . All f i nanci al i nstituti ons have t o have roofs 
over their heads, and al l experien ce some degre e of fore -
cl osur e actiqity no matter how car eful l y l oans are made and 
hm.; c ompetent their mortgage staf f s may b e . 
I nvestments i n real estate are a depar ture from 
t r aditional, c onservati ve prac t ices 1·Jher e e quity f unds are 
involve d . I n a search for h i ghe r re t ur n s on inves t ments , 
accompani ed by the heali ng of the fore closur e wounds of the 
' thirtie s , plus liberalized pr ocedures all011ed by the regu-
lator y bodie s of the sever a l states, the industry has 
invested considerable funds in mmed properties during the 
last t-.,rel ve years , mostly of a co:m.r.1ercial and industrial 
nature . During the 1949- 1959 period the investment real 
estate portfolio 1.rent from (?81 7 million to ~2, 657 nillion , 
an increase of 2251o , in contrast to increases in assets of 
d! 4d 4J. 9l ;to and in mortgages of 20 1o . . 
Dollar-vJise , ho1·;ever , total r eal estate holdings -
including company - used pr operties , foreclosures and real 
estate helc fo r investment - still are but a snall nart of 
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the total assets of tho industry . Vfuereas morte;agcs ~ccounted 
for 34 .5% of assets on December 31, 959 real estate t·;ras only 
3 . 2%; the l atter figure was 2 .. 2% ten years earlier . 
Virtually all the real estate Has non-farm property . 
The great preference in investment real estate has been com-
mercial properties , such as supermarkets, variety stores and 
gasoline stations . A fetv companies have invested in l 2.r>ge 
housing properties ; ho-v;ever , this requires a high degree of 
direct mo...Yl'l.geTient, Hhereas most investors prefer arr'angements 
,;~'hereby there are no oper~:.tional problems . 
In mos t instru1ces the Lessee ascumes responsibi ity 
for payment of t axe s, utilities, repairs, maintenance , etc ., 
and pays the Lessol" a unet rent , 11 from t-J'hich the Lessor only 
deducts depreciation and m1ortization . This arrangement is 
most practical because the Lessor's office often is remote 
from the property , and it is L1Uch simpler for the occupant 
to take care of the variables . 
Occupancy as a Lessee generally is more costly 
than occupancy as a Hortgagor . The property 01-mer has to 
charge more because he is 100~ invested , in contrast to hold-
ing a loan of, say , 65%. Therefore a higher rate of return , 
· which may amount to 1% or more, is demanded . 
Despite higher occupancy costs there has been 
considerable demand on life insurance companies to lease 
co~Jncrcial 2.nd industrial properties . Some have been purcl1ased 
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i'rom the owners and immediately leased back to them, vJhile 
others have been built to the user ' s plans and specifications . 
This has freed the Lessee ' s capital for more productive pur-
poses , ~Dd has resulted in certain other advantages such as 
the i'act that rent can be included as an expense in i'ixed- i'ee 
contracts with the government but mortgage interest can not . 
END 
OF 
YEAR 
1949 
1954 
1959 
TABLE XVI 
REAL ESTATE 0\>JNED BY THE LIFE INSURANCE DTDUSTRY 
(millions of dollars ) 
INVESTHENT 
COHPANY INDUSTRIAL 
USED R'"''SIDENTIAL & COI-ll"iERCIAJ.J OTHER 
~~333 $302 515 l,97 
519 456 1 ,297 26 
964 4l4 2, 243 30 
Source : Institute of Life Insurance 
TOTAL 
$1 ,247 
2,298 
3 , 651 
The new Federal Income Tax law on life insurance 
companies has cast a shadow on real estate equity investments , 
however . It took effect in 1959, retroactive to 1958 ; income 
tax rates were increased materially , Hhich the industry had 
expected , but an un~Dticipated burden was placed on real 
estate . Properties generally are depreciated in accordance 
with accepted tables aDd methods , but because most owners 
desire . to "write - off 11 their investments within the period of 
the lease involved, s ay 20 years , they must further amortize 
the property because depreciation is allowable only over a 
much longer period, say 40 years . The increased tax rates , 
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Hhich includes taxation of the amortization (because it is 
not an expense alloHed by the govern.men t ) made some holdings 
unprofitable , especially those properties t-Ihich have rela-
tively high (thus undepreciable ) land values , relatively 
shortterm leases , and repurchase clauses based on full or 
partial amortization . Furthe_ , rates that would have to be 
charged on ne1.-1 business that -vmuld overcome such taxation 
are uncompeti ti ve . 1960 , therefore , v..ras a year of retrench-
nent on real estate holdings, and investment officers turned 
their attention to more attractive outlets for funds , such 
as municipal bonds and common and preferred stocks . 
On occasion equity pr ovisions have been inserted 
in mortgage loan contracts . This can best be done when money 
is "tight" and/or ~1hen the specific property is hard to 
finance . To get their projects noff' the groundn the promoters 
have to offer or agree to give the lender certain equity 
rights . One might question why it Hould not suffice to charge 
a higher interest rate , but thls may not be possible because 
anticipated reven11es Hould not cover the higher charges ; this 
particularly might apply to the early life of shopping centers, 
for insta..."lce . 
I I. Life Insurance Company !-:lortgage and 
Real Estate Operations in Nei:J' ngland 
~ . ~ e gional Considerations 
NeVI England a ccounts for only a small percentage 
of the mortgage loan investments of the life insurance 
75 
industry . The outstanding balance in our region at the end 
of 1958 was ~?670 ,692 , 000, a mere 1 . 81% of the industry total . 
On the other hand, New England has 5. 73)(, of the 
nation ' s population and 5.71a of its labor force; it accounts 
for about 9% of the nation 's manufacturing and Hew England 
policyholders o~m about 6!% of the insurance in force . 4 2 , 43 
Obviously a discrepancy exists bet'Y·Jeen the relative amount 
of mortgages placed in our region and these factors . 
It is believed that the main reason for life 
insurance companies putting so little, relatively speaking, 
back into New England is not that they feel that Ne1v England 
is not a particularly good place in VJhich to malce investments , 
but rather that mortgage funds can be obtained from several 
types of lenders in this 11 capital - rich:1 region ; the other 
lenders are more local in nature fu~d have to place a high 
proportion of their investable funds 11 i n their own back 
yards . r: Thus there is a definite competitive situation , and 
it is me re common sense that the life compan ies export their 
funds to regions which are not so well fortified 11Ji th ICap.i.tal . 
Life insurance mortgage investments in Ne1v England 
at the end of 1959 approximated 7/10 of a billion dollars . 
Perusal of The Spectator Year Book of 1960, which covered 
891 legal reserve life insurance companies , uncovered the 
source of about 90% of this amount , ~~636 . 5 million , pl aced 
in this region by 20 NeH England domiciled companies and 43 
outside companies . 
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Nineteen New England companies will be considered 
here . The 20th held only ~?25 , 000 in mortgages; there also 
are a few companies operating in this region ~fhich do not 
engage i n mortgage activity . Of the 19, which generally are 
the medium and l arger size companie s , 11 are domiciled in 
Mass achusetts , 5 in ConGecticut, and one each in Vermont , 
New Ha..mpshire and l>Taine . 
Aggr egate assets of this group at the end of 1 959 
·1r1ere $2L~ . 2 billion , or 21 . 3~ of the assets of the i ndustry . 
This group h ad 31 . 4% of its assets in mor t gages , 1--1hi ch 
amounted to almost $7 . 6 billion; '273 .4 million of this was 
in urban loans in Ne-v1 England and about $0 . 3 million was in 
New England farm l oans . or about 3 . fj"fo of mortgage holdings . 
Meanwhile the 43 companies domiciled out side of 
the region ldth total mor t gage holdings of almost $22 billion 
had ~~362 . 8 inill ion invested in New England , 1 . 1~ of which was 
farm loans . Their New England mortga ge balances represented 
1 . 13~ of their mortgage portfolios . 
With regard to real estat e, 18 of these New England 
companies owned properties vdth book values tot alling $569 . 7 
million . This includes company-us.ed ,_ foreclosed and inves t ment 
properties , of which the latter are by f ar the mo st i mportant . 
The majority of holdings in New England , however , are company-
used, accounting for ~1.43 . 5 million of the $22o.5 million in 
the region . 
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16 life companies based outside of the region 
owned $57.8 million of New England real estate; the majority 
undoubtedly was investment property . The Prudential owned 
$17 .8 million of this , including its new Back Bay site in 
Boston . 
B. Compa.~-Compap.y An.§:_lysis 
Of the 19 NeH England life insurance companies 
noted above , 7 had assets exceeding $1 billion dollars at 
the end of 1959 , ·Hhile only three had less than :;iilOO million . 
7 had mortgage portfolios exceeding half a billion dollars , 
Hhile 6 had less than $50 million . The following pages set 
forth the December 31 , 1959 reports of the companies in 
tabular form . 
TABLE XVII 
SELECTED S'I'ATISTICS OF LIFE I NSUL ANCE CONPANIES DONICILED 
I N YillSSACHUSETTS 
December 31, 1959 
(millions of dollars ) 
John Hancock 
Hass . Mutual 
New England Hutual 
State Nutual 
Berkshire Nutual 
Paul Rever e 
Columbian National 
Monarch 
Mass . Protective 
Boston VJ:utual 
Loyal Protective 
HASS . TOTALS 
COMPANY (BY SIZE) 
ASSETS 
$5 , 841 . 9 
2 , 3 2 7 ~4 
2,121 .8 
701 .1 
199 . 2 
181 . 9 
126. 3 
97 .4 
94.1 
66 . 6 
- .3._0Lt 
$ IJ.,790.1 
l"iORTGAGES 
$1 ,476 .3 
729 .1 
537 . 6 
301 .5 
83 . 0 
92 . 7 
30 . 9 
33 . 6 
6.3 
13 .6 
8 . 7 
3, 313 .3 
MORTGAGES 
EAL ESTATE 
$ 101 . 9 
67 ~ 7 
87. 4 
26 .1 
$ 
9.4 
4 . 6 
0. 9 
0 . 2 
1 . 0 
O. J. 
279 .5 
NEVI EJ:.T C! .• CONN . JvlAINE JVIASS . N. H. _ R. I _. VT . 
$ 8 .4 P0 . 2 ~h4 . 9 $0 .5 ~~ 1.4 $ -J . Hancock (; 25 . 3 
Nass . l-1ut . 18 .5 
New England 81.7 
Stat e Mut ual 11 .4 
Berkshire ~rut . 9.3 
Paul .rtevere 1.0 
Columbian Nat . 2.0 
Non arch 
Nass . Prot . 
Boston Mut . 
0.3 
nil 
13 . 6 
Loyal Prot . _ 
MASS . TOTALS ~h63 . 0 
7.8 9.4 1 . 2 nil 
13 .5 4 . 0 
3 .4 0.5 
2. 0 0.1 
0.4 nil 
nil 
4 . 2 
51.6 4 -3 
7. 2 
7. 0 
1.0 
1 .4 
0. 3 
5.5 0.3 
6. 9 1 .4 
0. 3 0.1 
0.1 nil 
0. 2 
3. 6 
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TABLE XVIII 
SEL:=;CTE) STATISTICS OF NEW ENGL liD LIFE INSU~lANCE COI>'"P. NIES 
OTHER THAN FJ.ASSACHUSE'I'TS 
December 31, 1959 
(millions of dollars ) 
COKPANY & S'I'ATE (BY SIZEl ASSETS - EAL ESTATE 
Aetna Life Conn . 2~3, 800 . 6 $1,143 . 7 ~' .;p 48 . 7 
Travelers Conn . 3,193 . 6 914 . 5 42 . 0 
Connecticut General-Conn . 2' 083 .5 757 . 9 77 . L~ 
Connecticut :t-J:utual Conn . 1,516 .4 573 . 0 35 . 7 
Phoenix Hutual Conn . 861 . 0 367 .4 17 . 9 
National Life Vt. 791. 2. 463.0 52 . ~-
. Union Mutual Naine 111.5 45 . 9 3 .4 
United Life & Ace . N.H. 43 . 8 _ __£2~ o .~ 
TOTALS $12, 401 . 6 %i4 ,287 . 7 ~ 277 . 9 
MASS • TOTALS 11 1790 .1 3 ~ 313 .J. 272 · 5 
NE ENGLAND TOTALS ~24,191. 7 $7 ,601.0 ~ 557 .4 
CO} PANY (BY SIZE) 
NE ENG . CONN . N.H. R.I. VT . 
- --
' etna Life ~~ 22 .4 ;,il8 .5 $ $ 3 . 9 $ $ $ -
Travelers 4.0 2 . e 1 . 1 
Conn. Gen . 9 . 5 0 . 6 0 .1 8 . 9 
Conn. Hut . 12 . 8 7 . 3 nil 5 . 1 nil 0 . 3 nil 
Phoenix Illut . 44 .1 20.9 1 . 0 19 . 9 0 . 9 1 .2 0 . 2 
National Life 9 . 2 1 .1 1 . 3 1 . 6 0 . 4 4 .8 
Union Nut . 6 . 5 3 . 1 0.5 0 . 2 nil 2 . 7 
United L&A 1 . 9 . ---14 nil nil 0 . 6 nil nil 
TOTALS .WllO .4 c, '55 . 6 'I 2.9 40 . 7 :Jh . 5 7 . 7 
YJASS . TOTALS 163 . 0 35 .4 9. 0 98 . 3 5 .1 
---
NEW ENG . TOT . $273J~ $ 91 . 0 ~Hl . 0 $13 9. 0 ,;6 . 6 •,,il5 . 6 $9 .2 
Note : Farm Hortgages- Aetna- &P 9,000; Union ~utual-$3 03 ,000; 
National Life -~7 ,000 
Source : Tables XVII and XVIII : Spectator Year Book , 1960 
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TABLE XIX 
MORTGAGE DATA OF CERTAIN NE\.J ENGLAND LIFE I NSUR 'NCE CGr1PANIES 
December 31, 1959 
(thousands of dollars) 
COMPA:tlY 
John 
Hancock 
N.E. 
co. 
Nass . 
Vutual 
N.E . 
co . 
New 
England 
:rv:utual 
LOANS IN FHA VA p .N . OTEEH 
STATE OF LOANS LOANS LOANS LOANS 
Conn . ,. 2,851 $ $ 5 ,532 ~ 
Haine 157 
I1ass . 53 3 , 719 11,107 
N.H. 456 
R.I . 21 339 __ __2 1,071 
TOTALS :;? 2,87? $ 392 ~3 ,728 ~~ 18,324 
TOTALS ~~'356,887 i;;)J04,280 . 8 , 800 ~568,548 
(~ in NeH England of Co . To t al : 1 . 7~ ) 
Conn . ~~ $ 
Nass . 
R. I . 
-
TOTALS ~? ~· 
25 ,i91 ~ TOTALS ~p 
(;l& in Ne-vi England of 
Conn . 
Maine 
Mass . 
N.H. 
R. I . 
Vt . 
c~ ~ 
'iP 176 $ 7,636 
518 8 ,864 
- 1,190 $ 694 $ 17 690 
8 ,660 $8 , 88 2 $6 6: L~22 
Co . Total : 2.5%) 
(Incl . $ 13,513 
in 3, 95L!-
next 51,588 
col .) 4 ,325 
6,879 
N.E. TOTALS 
CO . TOTMS 1,407 
~ $~81, 73 
$482,442 
State 
Nutual 
N .E . 
co . 
( o in Nevi England o:f Co . Total : 15 . 2%) 
Conn . *~ 19 .... d~ $ 3,343 't? ~ Haine 226 19 212 
Hass . 2,127 5, 057 
R. I . 300 
Vt . 
- - 102 TOTALS ~? 245 ~ 19 $2 127 ~ 9;016 
" ' . TOTALS $124 , 359 ~p 81,670 ~3 , 772 $ 91 , 675 
(% in New England of Co . Total : 3 . 8% ) 
TOTAL NON-
FARH LOANS 
$ 8 ,383 
157 
14 , 879 
456 
- 1 t!:!l-11 ~ 25 ,317 
~1,238 , 515-Urban 
, 237~722-Farm 
$1,476,307 
~~ 7, 812 
9,381 
~£Q $ 18 , 52 
.... 729,096 cp 
d'· 
..,p 13,513 
3,954 
51,588 
L~ , 325 
6, 879 
$ __ _l~~ld-
' 81 , 673 
*? 537 , 629 
3,361 
457 
7 ,1 8~. 
300 
lOt; :;p.·~--1~1-, 4:=-:, oY 
$ 301, 4 76 
$ 
No t e : P .11 . Loans are Purchase Honey i:-1ortgages, involving loans 
on properties sold by the lender to the borPo>ver . 
Source : Annual Statement Schedules of the Companie s . 
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TABLE XX 
SELECTED REAL ESTATE DATA OF NEti ENGLAND LIFE I NSURANCE CO'S . 
December 31, 1959 
(thousands of dollars) 
CONPANY TOTAL REAL NEW ENGL . 
(BY SIZE) ESTATE R:;AL EST . CONN . NASS . 
-----·- - ----
J . Hancock $101,868-U ~.~ 47 ,484 r'· .;p 674 ~~L!l!., 135.;:-
74-F 
Aetna Life 48, 6~.2-U 15,137 15 ,137-l:-
54-F 
Travelers 41,974 34,321 26 , 71 7-!:- 7,604 
Mass . Mutual 62,732 16,802 2,643 14,159-::-
New England 87 ,414. 25,325 1,927 22, 035-l:-
Conn . General 74,530 26,536 26,146-ll- 390 
Conn . f!lutual 35,721 10' 016 10' 016-l:-
Phoenix I~u t • 17,915 5,292 2, 372-:l- 1, 716 
National Life 52,501 15,018 1,4 33 1,656 
State r1utual 26,124 15,692 201 15,14 7-::-
Berkshire J:frut 9 , 41L~ 5,335 55 3, 641-l<-
Paul Revere 4 ,552 4 ,271 L~ , 271-l:· 
Columbian Nat. 852 852 852~:-
Union r(ut ual 3 ,L~51 2,687 
I'-1onar ch 174 
Boston Hutual 988 98 8 988-l:-
United L&..A 376 376 
Loyal Protective J/+2 -- __ .lLl-4. 342·:~ 
TOTALS $569,699 .. ~226 , 474 ~87 ,32l ~ll6 , 936 
NEW ENGL .-
OTHER 
ci'• 
<ill 2,675 
1,363 
1,204 
11 , 68)-l:-
344 
1,639 
2, 68 7·::-
376-l:-
-
- -
::P22,217 
Note : -l:- i ndicates that Home Offi ce figures are included; these 
aggr egate $1L1.3, 534 . 
Source: Spectator Year Book , 1960. 
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CHAPTER VI 
COMl-'iERCIAL BANKS 
I . National 
• History of Iv!ortgage Lending by Commercial Banks 
Commercial banks now play a mru1y- sided and impor-
tant role in real estate finance , both directly through the 
acquisition of mortgage loans for their own accounts and 
indirectly by exercise of trust functions . 
~'lith regard to banks Hi th national charters this 
has not al·Hays been true . The National Bank .. ct of 1863 
confer r ed authority to these ba..."lks to lend money on "real and 
personal security , " but the words "real and 11 1-1ere eliminated 
in the National Bank Act of 1864, 1r1hich ct remained in effect 
until the end of 1913 'l'll'hen the Federal Reserve Act Hent into 
effect . The only real estate activities permitted tmder the 
1864 act 1-1ere those taken to prevent losses on debts previ -
ously contracted for . If property Has acquired it had to be 
disposed of Hithin five years . The severity of the r estric-
tion against real property was somewhat lessened by lack of 
enforcement during the latter years of the 1864 act , but in 
mid- 1913 the national banks ovmed only ~.i77 million of real 
estate loans , or 0 .7% of their resources . 44 
Nean1-Thile , state-chartered banks virtually had a 
free hand . In 1910 a survey indicated that only 11 of 46 
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states had restrictions on real estate lending by cownercial 
banks; none of the eleven were New England states . The state-
chartered institutions had real estate loans of ~?1 , 620 mil -
l . 15 6~ f t ~n m~d-1913 . 45 ~on , or • o asse s ,   
Practically all of the state banks in New England 
converted to national charters after the passage of the 
National Bank Act of 1864; by 1868 about 480 of the 550 
banks in t.his region fell under the national statute . 'fhis 
high percentage of national banks began to fall shortly 
thereafter as trust companies operating under special acts 
of state legislatures began to appear . By 1898 there were 
about 565 national banks and 125 state bruL~s and trust 
companies . Incorporation of the latter began about 1900, 
Hhich enhanced their growth; this meant increased compe-
tition for the other banks , for the state institutions 
could engage in general banking activity as well as trust 
work , a field they had gradually been getting into since the 
1880 ' s . 4 6 
National banks entered the mortgage lending field 
under a provision of the Federal Reserve Act of 1913 which 
permitted those 1:1hich were not situated in a central reserve 
city to make loans secured by improved and unencumbered farm 
land for a period not exceeding five years and a loan- to -
value ratio not over 5o% . The ct 11vas amended in 1916 to 
permit loans on ur ban real estate for a one - year period ·t-rith 
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a similar S~ ratio . During the 10- year period commencing 
June, 1913 national banks increased their mortgage holdings 
soc%, from :n7 million to ·1?463 million , :-J"hile state - charter-
ed institutions sav-r their mortc;ages rise only 17%, from 
~pl , 620 million to ~;1,818 million . 4-7 
A further liberalization took eff ect lii th the 
passage of the NcFadden Act in 1927 , at Hhich time the one -
year term restriction was removed . This made the mortgage 
note held by banks a more salable type of security, ,·Jhich 
enhanced both the mobility of fttnds and the popularity of 
mortgage investments . By the end of 1929 the national banks 
had i n creased their portfolios to about ~;1 .4 billion , or 
S . l % of assets . 4 8 
The close of 1929 fo und the entire comr:'.ercial bank-
ing structure of the United States with assets of ~~62.4 bil-
lion, of Hhich $6 . 3 billion , or 10 . 1:~ Has in real estate 
loans . This figure represented 1 7f.[s of all the loans on the 
books . The r:1ortgago contract s often ~rere -vrritte::1 for a five 
year term; no amortization was required aJld rene·H-al uas taken 
forgranted by both parties to the agreement . rlhen the bubble 
burst both borrowers and lende~s fo~~d t hemselves in deep 
trouble, and a "'rave of f'oreclosure activity took pl a ce . 
The establishment of the Home Olillers ' Loan Corp -
oration i n 1933 "t-tas the federal government's first step of' 
a s s istance; its -.~hole sale operations in conjunction with the 
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Reconstruction Finance Corporation resulted i n the acquisi tion 
of over 121 , 000 mortgages from banks which had been closed, 
and an unknown number from institutions lvhich lvere close to 
11 goine; on the rocks . " Total loans acquired by the HOLC in the 
period August 20, 1933 to June 12, 1936 n~~bered 1,017,821, 
and amounted to $3 , 093 million . Nearly one out of every ten 
non- farm, ol..J'ller-occupied dwellings in the country becmae 
mortgaged to the HOLC; five times a s many applications were 
received as Here granted .49 
194 , 13~- of the HOLC loans were foreclosed - 19 . 1%. 
This 1-1as despite liberal practices which regular lenders 
could not do; at the time of foreclosure over half the loans 
1ve r e delinquent for eighteen or more months , and 67% of the 
foreclosur e s were caused by noncooperation of the borrower 
or obstinate r efus al to pay . 5° 
The record of the HOLC in the northeastern states 
wa s relatively unfavorable . It acquired L~7, 764 loans in Nev-r 
England during this period, valued at ~195 million , from both 
individuals and institutions . Of these 15 , L~lO 1rrere foreclosed-
32 . 3%. Massachusett 1 s foreclosure ratio of 41.3% covering 
10,132 loans 1-1as e~weeded only by the 42 . 9% ratio of New York . 
The other New England ratios were : Vermont - 24 . 2%; Rhode 
Isl and - 23 . 6%; Connecticut - 23 . 27~ ; Nelv Hampshire - 21 . 7%; 
and Haine - 19 . 3%. 
The Home Ownem1 Loan Corporation , i n addition to 
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refinancing distresse~ morteases also granted tax, insurance 
and reconditioning loans . The total life of the HOLC Has 
about 18 years , and it was liquidated - at a slight profit -
in April, 1951 . During the three year liquidation program 
banks and savings and loan institutions purchased 75,526 and 
~-9, 772 loans, respectively, representing principal balances 
of .,;161 . 7 and ~67 . 1 million , while life insurance companies 
purchased 16,571 loans re. resenting ~~16 .4 million . CoiJL-rnercial 
banks in NeH England purchased virtually all the outstanding 
lofu~s ; 11 ,010 of them were bought for ~22 . 7 million, while 
life insurance companie s paid 45 , 000 for 45 loans . 5l 
During the ' thirties the real estate loans of the 
comr1.ercial banks shrank fro:n 06 . 3 billion to .,,4 . 1 billion . 
In terms of assets mortgage loans dropped from 10 . 1% to 6 . 7%, 
but in terms of total loans the r atio rose from l7f!Jo to 25%. 
There was little residential or coroDercial building 
in the United States during forld \var II , but the mortgage 
accounts of the banks rose slightly during these years to 
.;?~ . • 5 billion at the close of 1945 . This -vms only 3 .1_; of 
assets , but 1-vas 19 . 0]~ of total loans outstanding . 
A survey of these banks ten years later , after a 
decade of intensive building , found mortgage volume up to 
~19 . 8 billion , representing 9 . 9~ of assets ~~d 26 . 3% of 
all loans .52 
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B. AQministrative and Legal Considerations 
The mortgage lending activities of commercial 
banks stem largely from funds held on deposit in their savings 
departments . Total mortgage loens generally ~~11 not exceed 
5o% of time deposits ; the maximum ratio permitted national 
banks is 60%. Hortgage lending is not a primary function of 
com...mercial banks , especially in regions rell endo ~·Ted 1vi th more 
specialized mortgage lending institutions . 
However, the very fact that these banks do com.'T'lercial 
business generates a certain amount of mortgage activity . Banks 
are most likely to service their good commercial accounts H'hich 
are in need of short term construction loans , particularly if 
the customer has a permanent commitment in hand . 
The larger banks do relatively more long- term lend-
ing , with 5 year terms quite common . In considering loan appli -
cations relatively more emphasis is placed on the credit of 
the borr01·rer than on the real estate itself' . National banks 
have a loan- to-value limit of 75;o; there are no restrictions 
on state-chartered banks in 24 of the states . 
C. I·1ortgage Lending in the Post- \var Period 
The com.'11ercial banking industry of the United States 
and its possessions o1~ed almost ~4 . 8 billion in real estate 
loans at the end of 1945 , ~4 . 5 billion of which was in the 
continent . The account was almost six times larger at the end 
of 1959 - ·.?28 . 1 billion; the commercial banks consistently 
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have been in third place i n mortgage volume among the four 
i nstitutional lenders . 
In measuring real estate lo~~ s relative to time 
deposits , it -ms found t hat during the 14-year period fron 
the end of 1945 that ~vhere as FDIC - insured banks had an 
average gro11th i n time deposits conpounding at about 6% per 
anntun, real estat e loans grew at a compound rate of over 
13% a year . :Seginning llith a 15 . 6% ratio to time deposits 
a t the end of l9L~5 the mortgage ratio increased to a high 
of 43 . 1;" in 1956 , after v-rhich a slight decline was noted))3 
The following table al so notes that insured banks accol.i.nt 
for most of the volume in the i ndustry . 
T BLE XXI 
MORTGAGE VOLD1-1E AND RELATION TO TIHE DEPOSITS, COH>~ERCIAL BA~1 KS 
(millions of dollars) 
END M01TGAGES, MORTGAGES, TINE NORTGAGES AS A % 
OF ALL COivli-'I . BANKS I NSURED BANI\:S DE OSITS OF TIJI-1E DEPOSITS 
19LkS \·. 4 , 772 .J 4 , 679 ,;29 , 964 15 . 6;6 
1950 13 , 664 13, L~l6 36,491 36.8 
1954 18 , 573 18,347 48,526 37 . 8 
1956 22 , 719 22,484 52,122 43 . 1 
1959 28 , 145 28,031 67 , 473 41 . 6 
Source: Federal Deposit Insurance Corporation 
The commercial banks recently h ave f allen to fourth 
place in the residential loan category; non-fa~n residential 
loans and farm loans have declined somevrhat in the past .five 
years in favor of commercial loans, on a rel ative basis . 
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TABLE XXII 
N:ORrl.'GAGES 0\'vNED BY COI<1NERCIAL BANKS , BY PROPERTY TYPE1 
(millions of dollars ) 
EIID NON- FARlvl 
OF RESIDENTI.l\.L OTHER FA..f1I4 
19.51 $11 , 270 (76 • .5% ) $2 , 4.58 (16 . 7%) ;Jh , 004 (6 . 8% ) 
19.54 14, 1.52 (76 .2 ) 3 , 263 (17 • .5 ) 1 , 1.59 (6 . 3 ) 
19.56 17 , 004 (74. 8 ) 4 , 379 (19 . 3 ) 1 , 336 (.5 . 9 ) 
19.59 20 , 320 (72 . 2 ) 6 , 237 (22 . 2 ) 1,.588 (5 . 6 ) 
Note : (I )-Represents all banks in the U. S . and possessions . 
Source : Federal Deposit Insurance Corporation . 
Conventional loans comprise the major segment of 
the residential mortgage portfolios of com.rnerc ial banks , 
follo~-ved by FHA. loa.TJ.s and VA loans ; the latter type is 
decreasing in importance dollarvrise and in relation to the 
others . 
TABLE XXIII 
NORTGAGES O~JNED BY COJ.iHERCIAL BANKS , BY }10RTGAGE TYPE1 
(millions of dollars ) 
END OF 
19.51 
19.54 
19.56 
1959 
CONVENTIONAL 
$ 4 , 929 
6 , 69.5 
8 , 300 
11 , 037 
FHA-INSU~ED 
$ 3 , 421 
4,106 
4 , 803 
6,122 
VA- GUARANTEED 
""' v 2 , 921 
3 , 3.50 
3,902 
3,161 
Note : (1 )-Residential non- farm mortgage s of all banks in 
the u.s . and possessions . 
Source : Federal Deposit Insurance Corporation . 
Most commercial banks have savings departments , 
but despi t e the great demand for mortgage money since the 
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end of Horld 1rlar II the Arnerican Bankers Association esti -
mates that 60% have little or no interest in mortgages . 54 
Howev.er , one bank in eight holds conventional loans equal 
to or exceeding the 60% ratio permitted the national banks ; 
this can be done by national banks using an alternative 
ratio based on capital and surplus , and by state banks "'rThich 
have no such limitation imposed on them . 
The ABA has been attempting to stimulate the bank-
ers interest in mortgage loans . At the Fall, 1960 "Regional 
:r-:ortgage 1:Jorkshop 11 interest ran high for this business . 
Bankers were advised to get into it , but to gain both experi-
ence and an 11 available 11 loan portfolio before trying to sell 
loans to other investors . They uere advised that the pension 
funds and the union-management vJelfare funds provided the 
more ii!lLiledia te opportunities for banks Hi th loans to sell . 
l1or t gage origination Hould be more :lidespread if 
there was a national market for conventional loans ; we have 
already seen hoN· the Federal National Hortgage Association 
operates "lith FHA and VA loans . If conventional loans could 
be marketed nationally , particularly by assembling loans 
into large blocks which ~-vould interest the large lenders , 
the entire mortgage business would be more flexible . A 
conference whi ch ·vJill deal in part 1-vi th plans for a private 
national market under government supervision has been 
scheduled by the bankers for April , 1961 . 56 
55 
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II . Hortgage Lending by the Commercial Banks of Nev.r _England 
A. Regional Considerations 
On December 31 , 1959 there Here 414 cormnercial 
banks in New England in the membership of the Federal Deposit 
Insur~ce Corporation; 1959 FDIC figures will be used here -
after . 
This group of banks had ·i?l0 , 938 . 2 million in assets 
on that date , 12 . 3% of which was represented by real estate 
loans tot alling $1 , 34 7 . 7 million . Other assets included 
an estimated $;roo million in construction loans which are 
included 1:i th 11Busine s s Loans . 11 
The residential portfolio of ~926 . 7 million accounted 
for 68 . 8% of mortgage volu..rne ; "other1 loans provided ~?387 . 7 
million , or 28 . 8% and farm loans of ~33 . 2 million accoun ted 
for the remaining 2 . 4%; in contrast , national r atios were 
72 .2%, 22 . 2% and 5 . 6%, respectively . 
71 . 7% of the residential portfolio was conventional 
loa..'l'ls , f ar above the national ratio of 5~- . 2%. VA loans uere 
i n second place, -vri th 14 . 9%, while FHA loans accounted for 
13 . 4%; the national ratios were 15 . 5% for Frill ' s and 30 . 3% 
for VA ' s . 
The region ' s banks had about 25'fo of their commercial 
loans placed outside of r e '".'IT England in 1957, representing 
activity appro aching -.?500 million arm'J.ally . At times almost 
20% of this volume has i nvolved real estate transactions , 
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mainly for interim financing purposes . Loans placed outside 
of the region tend to be large , so the city banks are behind 
most of them - particularly the Boston baru{s . In 1957 40~ 
of such loans were placed elsewhere in the East , 28% in the 
South, 20% in the Midwest , 4% in the West and 2% on the 
Pacific Coast . 5 7 
B. State-by- State ~alysis 
Connecticut 
66 commercial banks were operating in Connecticut 
at the end of 1959, 24 of vrhich vJere national banks . The 
national banks had resources of ~1 , 205 million; the state 
bank and trust companies ov.med slightly more - .,;1 , 390 million , 
according to the state banking com..1'llissioner . The combined 
total of $2 ,595 million was up from .,?1,626 million at the end 
of 1945 . 
All but 3 of the banks Here FDIC-insured at the 
latest report ; the non-members had about ~38 million in assets . 
TABLE XXIV 
SELECTED STATIS'riCS OP COiv11iE_ CIAL BANKS IN CONNECTICUT 
(millions of dollars) 
Insured Banks All Banks All Banks All Banks 
12~31~~9 12/31/~~ 12/31/50 1 2/tl/4~ 
ASSETS ~?2 , 5 7 . ~2,213 . $1 , 641 . 9 ~lil , 26 .1 
R.E . LO s 
Farm $ 3 . 6 "' ~- · 2 $ 3 . 3 "" 1 .4 'iJ ~j> Residential 307 . 8 232 . 4 140 . 0 65 . 2 
Other 3~& : ~ ~6 .2 28 . 0 12 .1 'I10'rAL ~ :> ~( 282 . 8 ~? 171 . 3 ~ 78 . 7 
Sources: Colu.mn 1 - Fe r .eral Deposit Insurance Corpora tion 
Colunms 2-4- Fe,·. eral Reserve Doard . 
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Hortgage l oans represented 15 . 2% of assets at 
t he close of 1959 . Of the resident i al l oans, vrhl ch com-
prised 7~~% of mortgage volmae , conventional lo~Ds ac counted 
for 8 2·Mb, FK loans for 7}~ 2ncl V l oans for 10%. 
Haine 
The June 30, 1960 r eport of the 1-.aine bank commis-
sioner indicates there ~;ere 52 banks 1v-ere ope::::>ating in the 
state,- 29 of 1rl'lich ;.-:ere no..tionals and 23 uere t J:'ust conpanics . 
Total resources were 722 . 1 million , of lihich the n ationals 
o~-med ·.?3L~5 . 9 million and the state institutions "376 . 2 million. 
At the end of 1945 t here had been 65 comrnercial banlrs -vli th 
as sets of ~486 . 0 million . 
48 of the 52 banks VJere FDIC-in sured; the 4 non-
insured state b silirs had assets of slightly under ~50 million . 
TABLE XXV 
SELEC'rED STATISTICS OF C0~1LERCIAL BAN""KS I N HAINE 
(millions of dollars ) 
I n sured Banks All Banks All B~nks All Banks 
12L31L~9 12L31L22 12L31L5Q_ 12 !.J.l L/±!2 
ASSETS ~? 675 . 0 $602 . 7 $L~96 . 2 r 486 . o 
R.E. LOANS 
Farm 6 6 . 9 G:; 6 . 3 $ 4 . 1 ~? 1 . 7 iJ? ... 
Residential 79 . 8 60 . 2 L~2 . 7 15 . 0 
Other JO .~ 2J . 6 ~ 7 . 2 TOTAL f?ll 7 . 1 '. 90 .1 $ 2 . $ 23 . 9 v 
Sources : Column 1 - Federal Deposit I nsurance Corporation 
Columns 2- 4 - Federal Reserve Board 
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Hortgages comprised 17 . 3% of the December 31, 1959 
assets of 11aine's insured banks . 68 . 1% of the mortgages Here 
residential, and of these 66 . 87b were ~-Jri tten on a conven-
tional basis , 20 . 3% on an FHA and 12 . 9% on a VA basis . 
Iviassachusetts 
There 1-.rere 163 member banks of the FDIC doing 
business in the Commom·realth on December 31 , 1959; assets of 
this group totalled "~5 , 876 . 6 million . This compares to the 
$5,024 . 3 million reported by 193 institutions at the end of 
1945 . It has only been Hithin the last five years that the 
commercial banks of the Comn:om-Jeal th have increased their 
resources over 1945 levels, due to healiY attrition in the 
late ' forties . In contrast , during the ten year period from 
1945 the mutual savings banks gained ;;)1 . 5 billion in ascet s 
( 
to come abreast of the conm~ercial baP.l{S , and by the end of 
1959 had forged ahead of the FDIC-insured commercial banks 
by \'·34 7 . 8 million . 
TABLE XXVI 
S LECTED STATIS'riCS OF CONI-iERCIAL BAl,JKS IN NASSACI:IUSETTS 
(millions of dollars ) 
Insured Banks 11 Banks 
12i31/29 12i3li22 
ASSETS ~p 5, 8 7 6 • 6 $5, 04 7 • 3 
R.E . LOANS 
Farm ;~ 
Residential 
Other 
TOTAL $ 
3 . 8 
233 .5 
185 .4 
422 . 8 
3 . 8 
292 . 4 
128 .0 
424 .2 
All Banks 
12i Jli5o 
$4,473 . 3 
3 . 0 
171 . 4 
82 . 0 
256 . 4. 
All B a..'Ylk s 
12i3li45' 
$5,024 . 3 
. 
•,p 
• 
1 . 0 
78 . 4 
32.8 
•.P 119 . 2 
Sources: ColD~1'l 1 - Federal Deposit Insuranc e Corporation 
Colunms 2-4- Federal ~eserve Board 
• 
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Mortgages represented only 7. 2% of the December 31 , 
1959 assets of the insured banks . 55 . 2% of the mortgage port-
folio ~as residential; of these 71.3% were conventional t ype , 
9. 3% 1r1ere FHA 's a..'Yld 19 .4% Here VA's . The Massachusetts banks 
held a much higher proportion of the cmn,--r-.ercial - industrial 
property loans tha..n any other NeH England state , 43 . 97& , which 
is indicative of the industrial economy of the Com..rnom-real th . 
Ne"tv Hampshire 
New Hampshire had 71 insured commercial banks at 
the end of 1959, possessing assets of ~443 . 4 million; at the 
end of 1945 there had been 74 ba..11.ks Hi th resources of ·~263 .4. 
million . There also ~ere 17 state-chartered trust companies 
in business at the middle of 1959 , .-rith ~103 . 6 million in 
assets according to the state bank comraissioner, but only 
11 of them O't·med mortgage loans . 
TABLE XXVII 
SELECT. "'D S'I'ATISTICS OF C0¥11'-ffir CIJJ.. BANKS IN NE\ HANPSHIRE 
(millions of dollars ) 
Insured Ba...11.ks 
__1_?Lll/59 
ASSETS $443-4 
R.E . LOANS 
Farm ~p 2. 9 
Residential 66 .4 
Other 18 . !2 
TOTAL $ 87 . 9 
11 Banks All Ba..nks 
12/31_/~ 12/31/50 
361 . 0 $291 . 3 
.lt, 
i!P 2 . 9 5? 2 .4 
54 .7 36 . 7 
11 .9 8.1 
,I p 69 .5 $ 47 . 2 
All Banks 
lllil/45 
,, 
<;jl 1 .1 
14.0 
J. 6 
,( 18 . 7 
Sources : Col~~ 1 - Fe cieral Deposit Insurance Corporation 
Columns 2-tf - Federal Reserve Board 
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19 . 8% of the assets of Ne1.·1 Hampshire 's insured 
commercial banks were in mortgage s at the end of 1959 . 
Residential vol~~e was 75~% of the mortgage portfolio; 66 .6% 
were loans of the convent i onal type, vJhile 13 .1% were FHA' s 
and 20 .3% were VA 1 s . 
Among t he ll state - chartered trust companies 1.-1hose 
s avings depar t ments had mortgages in . their portfolio s at the 
middle of 1959 the average ratio in mortgages of department 
assets 1.1.ras 54 . 8%, involving a total of ~> 21 . 8 million . 
8 comrnercial banks were FDIC members at the close 
pf 1959 , reporting as s ets of $951 . 2 million . Fourteen years 
earlier 24 banks had o~med ~788 . 7 million in assets . 
TABLE XXVIII 
SE'LEC'l'EJ STATISTICS OF CONHERCIAL BANKS I N RHODE ISLAND 
(millions of dollars ) 
Insured Banks 
12/ 3ili2_ 
ASSETS ~951 . 2 
R.E . LOANS 
Farm · 1 . 7 
Res i dential 148 . 9 
Other 52 .9 
TOTAL $203 .5 
All Banks 
12/31/55 
$869. 6 
d'• 2 3 
'!? • 
109 . 0 
LbO . 6 
:lh5l . 9-
All Banks 
12L31/t:;o 
$823 .9 
$ 1 .5 
70 .4 
~ $ 99 .5 
All Banks 
12L31/45 __ 
$788 . 7 
$ 0. 6 
28. 9 
.. ~1 
$ 42 . 6 
Sourc es : ColD~ 1 - Feder al Deposit Insurance Corporation 
Collunns 2-4 - Federal Reserve Board 
'l'he FDIC- insured banks had 21 .4% of their assets in 
mortgage s at the end of 1959 . 73~·% of the mortgage volume was 
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residential , and of this c onventional loans accounted for 
61 . 3% , FHA loans for 24 .1% and VA loans for 14 . 61o . 
Vermont 
The FDIC had 56 members among the commercial banks 
of Vermont on December 31, 1959, ith assets of $43L!- ·5 million . 
The state ' s baru{ing system 14 years earlier had 72 commerci al 
banks ,,i th resources of ~~233 . 2 million . 
The June 30 , 1959 report of the state bank commis -
ioner indicated that state - chartereci bank a1d trust companie s 
had assets of ~200 . 8 million . 
TA3LE XXIX 
SELECTED STATISTICS OF COI.U·,iERCIAL BArKS IN VERHONT 
(millions of dollars ) 
Insured Banks 
12/3U5.2_ __ 
ASSETS ~?434 .5 
R.E . LOANS 
Farm '~ lL~ . 3 
Residential 90 . 3 
Other ~ TOTAL ~a . 
All Banks 
12/31/55 
.325 . 3 
$ 10 . 7 
56 . 9 
,_1_12 .8 
~ 83.4 
All Barurs 
12/31/50 
~~273 .5 
$ 10 . 2 
47 . 3 
_lbl±_ 
.,p 69 . 9 
All Banks 
12/31/45 
0233 . 2 
a"• 
.,;> 7 . 2 
32 . 0 
~~ wH 8 
Sources: Column 1 - Federal Deposit Insur ance Corporation 
Columns 2-4 - Federal Reserve Board 
29}% of the assets of the YDIC - insured banks were 
in mort ages at the end of 1959 , by far the hi hest ratio of 
any nevi England state . 7%% of mortgage volume was residential, 
.; i th conventional loans accounting for 61 . 9%, F 1 s for 21 . Or;/o 
and VA loans for 17 .1%. A relatively high 11 . 21o of mortgage 
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volume ~vas in farm loans; the second highest farm ratio iriaS 
5. 9% reported by Maine follmved by Ne-vJ Hampshire 1 s 3. 3%. 
Vermont, hoHever , had the loHe st 110ther" ratio - 18. 37b . 
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CHAPTER VII 
}J.UTUAL SAVD GS BANKS 
A. Nature of r.:utual Savings Banks_ 
·The first mutual savings bank in the United States , 
like the first mutual insurance company, was chartered in 
Massachusetts, but in both instances the Massachusetts insti-
tutions were only the second to "open their doors . 11 The 
Provident Institution for Savings in the To~m of Boston open-
ed its doors for business in the spring of 1817 , six months 
after a Philadelphia corporation began operations . 57 
The introduction of the mutual savings bank system 
sten1s from the need for depositories for the excess funds of 
the average person . Such folk 1.·1ere found in the early 1800 ' s 
in the industrialized eastern section of the country . There 
~-Jere, hm.;ever , no thrift institutions to serve them; the 
commercial banks had no savings departments in those days 
and evidenced no desire to transact this type of business , 
and the birth of the s avings and loan industry still ·Has a 
decade away . 
The mutual savings banks were created to take 
deposits as small as a nickle and were expected to have 
funds available for irmnediate :..ri thdraHal . The Secretary of 
the Provident Institution for Savings wrote in 1819 : 
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"The greatest good is , in affording the humble journeymen, 
coachmen, chamber -maids , and all kinds of domestic servants , 
and inferior artisans , who constitute two - thirds of our 
population , a secure disposal of their little earnings , which 
't·rould otherwise be squandered, · or other1.-rise lent to petty 
fraudu~ent dealers, on a promise of usurious interes t , which 
is frequently disregarded . 58 
We can easily see that such a bank must have a 
considerable degree of liquidity in order to mee t withdrawal 
requisitions which at times may be difficult to foresee . 
This is in contrast to the later- developed savings and loan 
associations vrhich were created to finance home ov-mership , 
and whi ch tecru~ically were not then ~~d are not now classi-
fied as depositories, althov.gh the general public treats them 
as such; their basic flh~ction permits them to maintain a 
lesser degree of liquidity, which in turn allows them to earn 
more money by investing a higher proportion of their assets 
in higher-yielding real estate at"'l.d a loHer proportion in 
lower-yielding liquid investments such as government bonds . 
B. History <;>f ~1utual Savings 3~l'llcs 
The Provident Institution for Savings had ~"600 , 000 
in deposits three years after opening for business in 1817 ; 
three years later there were ten mutual savings banks , with 
deposits of about one million dollars . In 1850 there -vrere 
108 such institutions , 1·Ji th deposits of *r>43 million . The 
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industry had its greatest membership in 1875 when 674 banks 
vJere in business, with $830 million in deposits . December 31 , 
1959 fou..D.d it with 519 members , Hhich had 425 branches , a..D.d 
~35 billion in deposits . Operations are conducted in 17 
states and the Virgin Islands at present . 59 
The mutual savings bank system is c onfined largely 
to the ba...D.d of states bordered on the east by Haine and 
Delmv-are and running west to include J.vlinnesota and Indi~a , 
Hi th t he exception of l'1ichigan . Washington, Oregon and the 
Virgin Islands are the only places Hhere operations are 
conduc ted that are not contiguous to this band . 90~ of the 
assets of the system are in Connecticut , Massachusetts , New 
York , New Jersey and Pennsylvania . 60 
The chief reasons for the limited. geographic scope 
of operations revolve around the fact that the only surplus 
funds seeking safe depositorie s in the early 1800 ' s were in 
the hands of easterners . The people moving VJest 1-vi th the 
frontier were short of capital, and by the time that this 
situation was alleviated they found a place for their fwD.ds 
i n the savings and loan associations, which v.rere more effi -
cient per dollar of assets in s upplying the needed mortgage 
credit - because of loHer liquidity requirements - yet acted 
as a thrift institution . 
As noted above New England and the l'Hddle Atlantic 
States are the strongholds of the mutual saving s bank system. 
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Ho1vever , the center of population is moving further away , 
and the thrift institutions in the south and west are grow-
ing more rapidly than their eastern counterparts , thus cast -
ing a relative shado1.v upon the eastern- based mut ual savings 
bank system . This does not minimize its importance , hmv-ever , 
for much of the country ' s money is in the east , and the 
system had resources of $39 billion at the end of 1959 . 
Furthermore , the industry has expansionist aims , with Alaska 
being a state 't..Jhere enabling legislation has been passed for 
t 1 . b k t • 61 mu ua sav1ngs an opera lons . 
Mortgage loans now are the primary ou tlet for the 
investable f unds of the indu stry , subject to the need for 
liquidity lli~d to state safety requirements . In the early 
part of the century, hot·Jever , corpora te end other securitie s 
p l ayed as an i mportant role as mortgages . 1900 found the 
mutual savings banks with .;858 million invested in mortgage 
loans , 36 . 8% of thei r assets of $2 , 328 million . The ratio 
in 1920 , .. m s L!-1% - mortgages of ·p2 , 291 million and assets of 
05 , 586 million • . t the close of the ' twenties it .-ms a 55 . ~-fo 
r a tio - ~P5, 635 i n !aortgages and assets of ~,10 , 164 million . 
'rhe increased participation during t h e period 1900-1930 v:as 
due to a~ple mortgage supplies at f avorable yields and rapid 
a sset growth; this was particularly true of the mid-' t't.;enties . 
!1ost mortgages ~·rritten during the 1 t1..;enties c arried 
6% interest rates , v.rhich 1vas above the going rate for most 
other loans and investments , uith p ersonal loans being an 
t 
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exception . Late in that decade , ho'\.·rever , t he demand for 
mortgages slackened while activity in securities offerings 
increased ; nevertheless the mortgage volume at the end of 
1930 v.ras 2! times that of corporate securities . 62 
The attrition of the ' thirties sa11 a reduction 
in mortgage balances to ·4 , 836 million at the end of 1940 , 
although total assets had risen to ~?11 , 916 million , for a 
40 . 6fo ratio . There I!Jas further attrition during the Har , 
so by the end of 1945 the ratio Has do -vm to 24 . 7~ -
mortgages of ~4, 208 million and assets of ~17 , 013 million . 
The most i mportant reason for the decline in the 
mortgage portfolios of all lenders during the depression 
i·las the l ovr level of demand for ne .1 mortgage money . EYen 
in times of loH foreclosure activity it may take several 
ne ·tr loans just to maintain volume , due to loan maturities 
a..71.d loa.'1. payoffs for various reasons . Ho ,Jever , foreclosure 
activity is estimated to have been responsible for slightly 
over one - quarter of the decline in mortgage volume of the 
mutual savings banks of Massachusetts for t he period 1932-
1945 when over half a billion dollars in loans v1ere put 
through foreclosu~e . 63 
Ho:..,rever , the mortgage portfolios of the savings 
and loa.71. associations i ncreased yearly commencing with 
1936 , 1·rhile those of the mutual savings banks went do •mhill 
until 1945 , due in l arge part to a lack of i nterest by 
i nvestment officers in mortgages . ~he mutual savings b rrnks 
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of Massachusetts owned 17 . 9% of the outstanding residential 
mortgages in 1933, but by the end of 194.5 the ratio "t-ras only 
12 . 7rfo . There also :ras attrition in their share of rr.ul ti-
family and cow:1ercial accounts, from 17 . 6% in 1938 to 14 . 3% 
64 
at the end of 19'-! . .5 . 
Professor John Lintner of Harvard University in 
a 1948 study for the Nassachusett s mutual savings banks , 
laid a large part of the blame for the attrition on the 
management of the banks . Specifically, they had failed to 
adopt the direct reduction mortgage , 1-.rhich -:Jas not only a 
legally perni s sible type (since 1936 ) but 1v-as the type the 
public wanted , and for their failure to engage in the Federal 
Housing dministration progr~n . By the end of 1942 only a 
small proportion of the banks had made any signific~~t use 
of the long-term, direct reduction mortgages , and ·.:ere 
continuing with the 3 to 5 year nonamortizable mortgage 
.rhenever loans Here made ; these ~;e re relatively few , for the 
depression had soured them on the mortgage business . Prof . 
Lintner 1 s studies indicated , ho't·Tever , that they should have 
11 staye-: in the game , 11 for statistics shoHed that the risks 
on mortgages vli'i tten during the early years of building and 
:>:>eal estate cycles are relatively loH, and stay so uell 
along into the recovery phases of those cycles . 65 
drd ttedly the ~utual savings banks labored 
under a competitively disadvantageous 60% loan-to-value 
10.5 
limit until 1937 Hhen a 70;~ limit Has effecteJ; this was 
further raised to 7.5;1, in 1943 . The FHA progra.rn , ho~wver , 
allo:Jed 80% loans, but very few mutual s avings banks 1·1ere 
interested . Their reluctance to do mortgage business except 
:.-Jith the best credi t risks and Hith those interested in 
p~rchasing properties from the banks ' foreclosure portfolios 
resulted in reduced earnings , for investable funds flowed 
instead to so- called "safe investments'' such as government 
bonds ·Hhich pay considerably less than mortr'age s . 
C. Administrative and Legal Qonsiderations 
The mortcage operations of mutual savings banks 
are geared_ to (1) state banking regulations and (2 ) the 
smaller types of loans . There is no federal jurisdiction 
over the system, al tho1.1.gh in its current attempt to expand 
its activities the National Association of Mutual Savings 
Banks has engaged in research and consultation with federal 
. . 
legislative and a&ninistr a tive groups regarding adoption by 
Congre ss of a Federal l1utual Savings Bank Bill ; bills were 
recently introduced into both branches of Congress to this 
effect . 
The move towards federal charters is concurrent 
with a desire to obtain authority for state charters in 
states Hhei'e operations are not conducted at present . 
Ho1·1ever , an L·:1portant phase of expansion into natiom._ride 
operations T;ould be the estc.blisbment of a 1'-:utual Central 
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Fund , inasmuch as the mutual savings bank industry has no 
counterpart to the Federal Reserve System of the commercial 
banks or the Federal Home Loan Bank System of the savinga 
and loan associations . Exploration into the possibilities 
of a national ftmd was i~itiated at the suggestion of the 
Federal Deposit Insurance Corporation . There is, hoHever , 
a Central Fund in Massachusetts . 
l.llost of the states in uhi ch the mutual savings 
banks currently transact business are ones with relatively 
complete banking lat-Ts, so that investments must rileet statu-
tory requirements designed to limit the selection to those 
of high quality; also there are limits on certain types of 
investments . Portfolios also are influenced by changes in 
the yields produced by the various investment media and in 
the supply of the legally permissible investments; further, 
each lender has its o~m particular preferences . 
Mortsage lendine by mutual savings banks may ex-
tend beyond the borders of the states in which they are 
domiciled . As a.n example He shall look at the rules under 
uhich the 1assachusotts mutuals operate . 
Geographically speaking, until 19.50 Hassachusetts 
savings banks could invest in first mortgage loans (mainly 
in urban properties) in the Comnom-veal th or 1rii thin 50 miles 
of the home office of the lender . As for securities, the 
legal list included certain federal, state, municipal , 
railroad and utility bonds, bank stocks and loans on personal 
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security . Under certain conditions the Banking Comr.1issioner 
could authorize investments outside of the legal list . 
In 1950, mindful of the great demand for capital 
in the faster gr01oring sections of the country, the Massa-
chusetts Legislature authorized the savings bru1ks to make 
out - of - state loans to a maximum of 30% of their deposits ; 
such loans have to be gover~ment insured or guaranteed, and 
the lending institutions must pay the Co:mn1onHeal th a tax 
amounting to 1/2 of 1% interest . The State of NeH York enac t -
ed similar legilation at the same time . The tax provided the 
coffers of the ConE,_onv-Ieal th VIi th about ~ 300,000 in 1950 and 
$3 , 000,000 in 1958 . * 
Such a tax, plus approximately the same a:rnount 
paid to loan correspondents for servicing the mortgages , 
will be Hillingly paid as long as the available yields at 
least are competitive 1-vi th those which are available locally, 
after the various costs are deducted . 
Conventional loans are important Hithin the states 
of domicile; there is a maximum 80% loan- to- value ratio on 
loans up to $20 , 000 and 70% on loa..Yls above ~~20 , 000, and the 
maximQm individual loan is 1% of deposits . 
D. Operations in the Post - War Period . 
518 state - chartered mutual savings banks Here in 
~~per Frederick C. Holland in lecture at Boston University 
Real Estate Finance Course , April , 1960 . 
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business at the end of 1959, holding over $38 . 9 billion in 
assets . The average assets of individual savings banks Has 
$75 . 2 million , in contrast to ~17 . 2 million for the nation's 
13,479 commercial banks and ~?10 . 2 million for the 6,230 
savings and loan associations . 
Approximately 95% of asset growth in the post-
1.·1ar period has been in the mortgage account - ~20 .8 billion 
out of an increase in assets of '1' 22 billion. This is the 
highest ratio for the 1L~-year period of all lenders, and 
is compared 1-1i th a net asset floH into morte::ages of 88% by 
the savings ~Dd loan associations , 48~ for insurance com-
panies ru~d 30% for commercial b~Dks . 66 
TABLE XXX 
ASSETS AND MENBERSHIP OF THE MUTUAL SAVINGS BA ... ~K SYSTE!ti 
1900-1959 
YEAR TOTAL l'IORTGAGE JviORTGAGES r UI·.ffiEn OF 
ASSETS LOANS AS A % OF SAVINGS 
(millions ) (millions~ ASSETS BANKS 
1900 $ 2,328 $ 858 36 .8% 626 
1930 10,496 5,635 55 . L~ 592 
1940 11,919 4 , 836 40 . 6 5~.0 
19~-5 17,013 4 ,208 24 . 7 532 
19)0 22,446 8, 261 36.7 529 
1954 31,346 17,457 55 .7 527 
1956 33,381 19,746 59 . 2 527 
1958 37,784 23,263 61 . 6 519 
1959 38,945 24 ,992 64 . 2 518 
Source: National Association of Nutual Savings 3anks 
Thus at the end of 19)9 mortgaf eS accounted for 
nearly 2/3 of assets . Of mortGage volume, 671;;% 1-ms l to 4 
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family residences , 22 . 6~ in multi - f2...rn.ily, 9 . 7% in 11 other, 11 
and 0 . 2% in farm mortgages . The proportion in the smaller 
home loan category had risen from L~5~ at the end of 1945 . 
The reutual savi~gs banks had 83 . 4% of their loans 
:li'i tten on a conventional basis at the end of 194 7, and 
Here beginning to participate in the FHA ailC'. V. progra.:.'rts to 
a larger clegree . At the end of 1950 tho two govermlent -
backed programs ac c ounted for 37 .1% of mortgage volume , and 
five years later were in the majority 1.·1ith a 56 . 7'fo ratio . 
At the end of 1959 they had increased further to 59 . 5~ . 67 
One r eason for the i n crease is that the out-of-state loans 
uhich He have noted invari ably are F 's and VA ' s . 
II . The Mutual Savings 3anks of New E.'rlq;land 
THo of the large st states in the Pmt ual savings 
bank system are Hassachusetts and Connecticut . The former 
h ad 186 of the 518 banks opera ting at the end of 1959 , 
-v1hile NeH York Has second with 128 and Connecticut third 
with 71 . New Yorlr , ho-v;ever , held a cornnanding lead in a ssets, 
reporting ~~23 . 1 billion, 1.·1hile Eassachusetts h ad ";6 . 2 billion 
and Connecticut ~~2 . 7 billion . 
Total New England assets of the system .ere nearly 
$10 . 6 billion , or 42 . 6 ~ of _the industry total . 336 of the 
518 nembers -vrere Ne\i England based - 64 . 9% of the nembership . 
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The New England mutual savings banks had a lo-v.rer 
proportion of their assets invested in mor t gages than did 
the industry - 57 . 9% as compared to 63 . 6~; mort age holdings 
Here ~~6 . 1 billion at the end of 1959 . 
ponn_ec ticut 
71 mutual savings ba:nks Here operating in Con-
necticut at the close of 1959 , with resources of ~2,658 
million . In 1945 there had been 72 such institutions with 
assets of $1 , 127 million . 
13 of the savings banks , holding about 25% of 
the 1959 assets , Here FDIC members . 
TABLE XXXI 
SELECTED STATISTICS OF CONNECTICUT HUTUAL SAVINGS BANKS 
(millions of dollars ) 
lli$15.2. 12[31[55 gDJ-}.22 4-.?LJl[l.hS. 
ASSETS $2,657 .6 ~h, 992 . 0 $1 ,516 . 0 d' <01 ,177 . 0 
R.E . LOANS 
Farm " t.' <,j> 5 . L~ $ 5 . 2 ~~ 2.8 (!; 1 .3 
Residential 1 , 1.~79 .1 803. 2 372 . 9 228 . 2 
Other 88 . 2 LG . 6 j0 . 6 2_5 . c; 
TOTAL ~h,572 . 7 4' 856 . 0 $ 406 . 3 ~ 255 . 0 ~p '1/ 
Sources : Column 1 - State 3ank Co~T-i s P ioner 
Colurnns 2 -~- - Fe ·:· ere.l Reserve Board 
.59 . 2~ of the 1959 assets 1vere mortgage loans ; 
94% of these Here residential . 59 . 6~'6 of all mortgages Here 
1ritten on a conventional basis , 18 .8% on an FHA and 21 . 6% 
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on a VA basis . The state com·.i ssioner also r eported home 
i mprovement loans of $7.4 million , of 1r1hich ~:i5 .5 million 
uere conventional type . 
I:laine 
There have been 32 mutual savings banks in Maine 
since 1930. 'rhei r assets on J1..me 30 , 1960 Here @460 .1 
million , in contrast to $214 . 8 million at the end of 1945 . 
22 of the 32 banks 1-Jere FDIC - insured . 
TABLE XXXII 
S:B."'LECTED STATISTICS OF H.AINE N1JTUAL SAVINGS BANKS 
(millions of dollars ) 
6/30/ 60 12/31/55. 
$349 . 9 
12/3li5Q 12/31~5 
ASSETS 
R.E . LOANS 
Fai>Jll 
Residential 
Other 
TOTAL 
<'+• 1 I 
.w . q. 
193 . 7 
20 .r 
$215 . t 
~1>273 .5 
(:;_•, 
<fp 1 .4 $ 0 . 2 
101 . 8 49 . 6 
. _11 . ] 
~a14 . 5 
O..J. 
$ 50 .5 
Sourc e s : Column 1 - State Bank Corn.llJ.issione r 
Columns 2-4 - Federal Reserve Board 
$214 .8 
~·~ 0.1 
18 .3 
.. 
0. 5 
~~.) 18 . 9 n 
Nortgage s a.-mounted to L~6 . 9% of assets at the mid-
1960 report . Residential volume Has 89 . 8% of total mortgage 
volume . 
~-6 . L~f~ of the entire loan portfolio Has of the 
conventional type, 27 .4% was FHA and 26 . 2% was VA . 
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186 savings banks Here operat ing in :r.-lassachusetts 
at the end of 1959, reporting assets of $6,224 .4 million . 
Fourteen years earlier there had been 190 units with assets 
of $3,011 . 9 million . 
All 186 units belonged to the Mutual Savings Centr al 
Fund, Inc ., Boston . This Fund has two parts , the uLiquidity 
Fund , 11 which grant s temporary loans to members, and the 
"Deposit Fund, 11 1.-1hich insures accounts . The former 1 s 1959 
r esources ·vrere $10 . 7 million , thos e of the latter were $45 . 4 
million ; the "Depos it Fund , n hoHever, covered only 178 banks , 
Hith the remaining 8 being insured by the FDIC . 
TABLE XXXIII 
SELECTED ST TISTICS OF ¥.!ASS CHUSETTS }1U'l1UAL SAVINGS BANKS 
(millions of dollars ) 
12i31L~<t gh_lffi 12i3li:2Q 12i31/l.!-5 
ASSE':es $6 ,224 .4 ~4 , 926 . 9 $3,773 .4 $3,011 . 9 
R.E . LOANS 
Farm Not Q 6 . 6 ~ 8 . 3 . .C., 4 . 8 -;P ;;; 
Residential Avail - 2 , 14.9 . 3 974 . 8 629 ~ 8 
Other able 29,3 . 0 216 . 8 163 . 6 
~3,626 . 1 ~2 ,448 . 9 ~h ,199 . 9 $ 798 . 2 
Sources : Colu_mn 1 - !1utual Savings Central Fund , Inc . 
Columns 2-4 - Federal Reserve Board 
58 . 3% of t he 1959 assets \dere mortgage loans . 
Conventional loans ac comJ.ted for 56 . 7% of uroan mortgages , 
uhile 13 . 3% vJere FHA 1 s and 30 . 0;'b v-;ere VA's . 
Hembership in the Central Fund is divided bet"t.-.reen 
8 geographic groups , for reporting pur poses . 86 . 2% of the 
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$3 ,626 . 9 million mortgage portfolio of January 30, 1960 was 
in 11 1'1assachusetts loans," Hhich included loans out - of- state 
:Ji thin 50 miles of the lender 1 s home office; the remaining 
13 . 8~, involving ~498 . 6 million , was out - of- state business . 
Fund members located in Boston m-mec about 2%% 
of the resources of the mutue.l savings banks in the Common-
I-leal th , but accounted for 46-ft% of the tt foreign 11 volll.me , 
based on October , 1960 statistics . The "Boston Five 11 alone 
accounted for 17-?;;% , and the "Provident 11 followed with 15% . 
The Worcester County and the Connecticut Valley groups each 
accounted for about 14-?;;% . Approximately 52~ of the state 
membership ovmed no out - of - state loans; this group included 
five of the t~·Jenty institutions located in Boston, but most 
were the small to rneditun sized banks in eastern and central 
Massachusetts . Nost savings banks in the western part of 
the state do some out-of - state business beyond the 50-mile 
r adius from their office . 
Of the 89 banks participating in "foreign" loan 
busine ss , two owned over ~~50 million of such loans , tv-ro had 
betHeen ~~25 and :;;;;;o million , 11 had beti-Jeen ~?10 and ~;25 mil -
lion, 42 had betHeen :ifl and $10 million, and the remaining 
32 ovmed less than ~1 million of out - of - state loans . 
Ne1..r _Ha..Yllpshire 
There 1-.;ere 33 mutual and 7 guarantee savings banks 
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in business in NeH Hampshire on Dec ember 31, 19.59 . The 
mutuals accounted for 91% of the assets; they reported 
~P579 . 9 million , in contrast to .?2.51 . 0 million o~med by 
34 mut uals at the end of 194.5 . 
All of the mut uals h,.ere FDIC- insured . 
TABLE JCX.t"'{IV 
SELECTED S1.i.'A' ISTICS OF :NE'J H.tU:PSHIRE ,fLJTUAL SAVINGS BANKS 
(mil l i ons of dollars ) 
ASSE'I'S 
R.E. LOANS 
Farm 
12/31/59 
$579 . 9 
$ 3 -5 
12/31/ 55 
$L~33 . 7 
c• 1 . 4 'i.i' 
~1/50 
~~31 8 . 7 
~; 
12/3l/li.5. 
~$2.50 . 9 
~~ 
Residential 2,58 . 6 167 . 3 110 . 3 47 . 1 
Other ,,_].M_ _j§_.J_ - -
TOTAL $338 . 7 ~?207 . 0 ~110 .-3· $ 4 7 . 1 
Sources : Column 1 - Federal Deposit Insurance Corporati on 
ColQmns 2- 4 - Foceral Reserve Board 
Mortgage loans represented 58 . 2% of assets at the 
• 
end of 19.59 . Residential loans compri sed 76 . 4% of the out -
standing mortgages . 66 . l~% of mortgages uere the convent ional 
type , t he h i ghest ratio of any major state in the system . 
FHA 1 s accounted for 12t% and VA ' s for 21 . 1%. 
The state bank commissioner in his mid- 19.59 r eport 
stated that 13 . 6fo' of mortgage voltune ~.ra s out - of - state busi -
ness . 
Rhode Island 
8 mut ual s avings banks with resources of ~519 . L~ 
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million Here operating in Rhode Island at the end of 1959 . 
1945 reports indicate there 1-1ere 9 such banks Hith :ii>248 . 5 
million in assets . 
7 of the 8 institutions were insured by the 
Federal Deposit Insurance Corporation . 
TABLE XXXV 
SELBCTEJ S'1'ATISTICS OF RHODE ISLAND r!O'rUAL SAVINGS BANKS 
(millions of dollars ) 
ASSETS 
R .E . LOANS 
Farm 
Residential 
Other 
TOTAL 
12/31/59 
~?519 . 4 
) Not . 
Avai.l -
ab b.§. 
$295 . 9 
12/31/55 
$405 . 6 
~~ o. 2 
182 .8 
6 . 6 
.'189 . 6 
12/31/..5.Q 
"'299 . 6 
p 0. 2 
87 . 0 
d~ ~ _...Sl+ 
.. !i 92 .6 
12/31/45 
~2L~8 .5 
Sources : Column 1 - :~at:.onG.l ssociatlon of ~ .s . Bo..:r1.ks 
Columns 2- 4 - Federal Reserve Board 
Nortgage loans at the end of 1959 accounted for 
55 . 9% of assets . Only 38 . 9% of the loans "';·Jere -v;ri tten on a 
conventional basis . The FHA ratio of 44 .71S was the highest 
of any major state in the industry , while the VA ratio of 
19 .4~ was the lowest . 
Vermont 
There 1-,rere 6 mutual savings ba.-l'lks in business in 
Vermont at the close of 1959 , Hith resources of .;~1 21.~ . 7 
million . 1945 had closec~ 1v-ith 8 banks owning $78 . 6 million 
in assets . 
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All six of the Vermont mutual s avings banks were 
insured by the FDIC at the end of 1959. 
TABLE XXXVI 
SELECTED STATISTICS OF VERMONT r.TUTUAL SAVINGS BANKS 
(millions of dollars) 
ASSETS 
R . E . LOAl\fS 
Farm 
Residential 
Other 
TOTAL 
12/31/59 
$124 . 7 
$ 3-5 
77 . 6 
~ $ 91 . 
~~~~ 12/31/50 
~117 . 2 $ 95 . 9 
$ 6. 6 c."· ~~ 4 -7 $ 3 -3 68 .8 54 .1 24 . 6 
st-8 $___&!]_ 1 .·6 $ 2 63 .1 q'• 29 .5 ~p 
Sources : Column 1 - Federal Deposit Insur anc e Corporation 
Columns 2-4- - F'ederal Reserve Board 
73 . 6% of assets a t the end of 1959 l.rere in mortgage 
loans , by far the highest r atio of any state in the systen . 
8413% of the mortgage volu_rne uas residential properties . 
Vermont 1 s 35 . 9'3& ratio of conventional loans 1r1as the 
l owest of all states . FHA loans accounted for 38 . 0~& and VA ' s 
for 26 .1% . 
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CHAPTER VIII 
SUI~:lHARY 
men the mortgage lending activities of the four 
ma jor f inancial institutions in Ne1..r England are considered 
together , we find that the mut ual savings banks are by far 
the most important institutions in our region . The fol1oH-
ing table sets forth some of the no st basic statistics of 
Chapters IV through VII ; the rigures are the most recent 
1959 - 1960 fin·ures Hhich appeared . 
rrABLE XXXVII 
STATISTICAL SUNL .Y 
INSfJ:ITTJl'ION UNITED S'i'A'i'ES NKw ENGLAND 
NO . ASSETS NORTGAGES NO . ASSETS Jv.lORTGAGES 
SAVINGS A:I\ID 
LOAN ASSN' S 6230 $ 63 , 4 72 *~ 53 ,087 333 $ 3 ,214 ~'i 2,671-::-
LIFE INSUR-
ANCE co •s . 
COHI,.tERCIAL 
BANKS 13474 
11UTUAL SAV-
INGS BANKS 
TOTALS 
S&.L t S 
LIFE co •s . 
COMMERCIAL/I 
IWTUAL SVGS . 
NTG . TOTALS 
518 
NO . 
43 
63 
71 
113,650 39 ,197 
241+ , 686 28 ,060 414# 10, 938 
38 , 9LJ5. 10, 566 
COHNEC'I'ICUT HAilffi 
671 
1,3~.8 
6, lL!.l_ 
~11, 031 
ASSET_s_ EORTGAGES NO . ASSETS MORTGAGES 
~p 642 . 9 
2,557 .5 
2,657 . 6 
$ 544 . 6 
91 . 0 
388 . 2 
1 . 572 .] 
\~2 , 596 . 5 
32 6.> 98 . 2 
48 675 . 0 
32 460 . 1 
~ 84 . 7 
11 . 0 
117 .1 
_A.E__~  
;;$428 · ~-
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TABLE XXXVII , con 1 t . 
INSTITUTION Ivi.ASSACHUSETTS NE~v riA.!JIPSHIRE 
NO . ASSETS }IOR'rGAGES NO. ASSETS NORTGAGES 
S&L ' S 211 $2,056 . 9 $1, 063.1 26 :Ji;l5~ . • 2 .~~129 . 3 
LIFE CO ' S . 139 . 0 6 . 6 
CO 1LERCIAL# 163 5, 8 76 . 6 422 . 8 71 ~-43 .4 87 . 9 
111J""TUAL SVGS . 186 6 ! 22/± .J±. .. 3_,12_2 6 . 1 .ll S:Z2 · 2 .. JJ.§_J 
MTG. TOTALS ~i>5' 251 . 0 ~;562 .s 
RHODE ISLAND VERNO NT 
NO . ASSETS NO:=tTGAGES NO. ASSETS HORTGAGES 
S&L ' S ~ $ 2L~ 7 .1 lf· ill' 210 . 3 8 $ 42 .4 ~) 36 . 9 
LIFE CO ' S . 15 . 6 9 . 2 
COHEERCIAL# 8 951 . 2 203 . 5 56 434 . 5 128 . 2 
NUTUAL SVGS • 8 Sl9 . /± 22~ - 2 6 l24_J.. 91 . 8 
HTG . TOTALS s 725 . 3 ~2b6:1 
Notes : (.;:-.) Estimate . ( #) I nsured co:mr:erc ial banks only . 
Sources : Federal Reserve Board ; Federal Deposit Insurance 
Corporation ; I nstitute of Lif'e Insurance ; U. S . 
Savings and Loan Leag'C.e; National As~ociation of 
Eutual Savings Banks ; State Bank Cor.c:c.issioner s . 
In comparing the national and recional figures 
in the first section of the te.'ole , it should be noted that 
NeH Engl and accounts for slightly over $11 b illion of the 
~145 . 3 billion in outstandi ng :mortgage l oans bwned by the 
nation ' s financial i nsti t utions . This is a 7 . 6fo ratio , 
1vhich if compared to the 5. 73tfo regional to national popu-
lation ratio indicates that the r egion ' s institutions have 
not been loath to make loans to the local populace . This , 
hoTtJever , :may overs i mplify t he f acts , but it does lead to 
the conclus ion that there is mort~age money available . 
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